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» In the 


Companies Relate Selling Experience 


Diversity marks the sales problems of 203 companies: co- 
operating with the Board in its survey of current practices 
and ex perience. Keeping the cost of sales down is one of the 
most difficult of their problems. Finding enough salesmen— 
and good salesmen—is another. Some companies are fighting 
for new markets for their products, while other companies 
are so far back on their orders that salesmen are kept busy 
soothing irate customers. Some companies, detouring from 
their main lines of products, are campaigning in new markets, 
thus making more competition, or the threat of it, for firms 
long in those fields. These and many more aspects of the 
general sales picture are sketched in “The Paradox of ’56: Prof- 
its in Danger Despite Booming Sales,” starting on page 168. 


Expectations for the Second Half 


_ In some respects “‘the first quarter resembles the end of 
an adjustment as much as a beginning—a fact which accounts 
for the glowingly optimistic light in which many business 
analysts now view the current stability.” Actually, the 
figures point both ways—total industrial activity and factory 
employment, for example, showing declines at the same time 
that scarcities continue in raw materials and a boom is grow- 
ing in plant and equipment. Business Highlights, on the next 
page, succinctly marshals the facts on both sides for your 
consideration. 


The Rural Side of National Prosperity 


The farmers’ plight—whatever it may be—is usually well 
\aired in an election year. Some of the facts in the current 
‘situation are set down in the article on page 158. One fact 
‘is the area of income reduction—meat animal marketings. 
‘Another is the time factor—except for 1951, farm income 
has been declining ever since 1947. A third fact that quickly 
\stands out is that during the period since 1947 farm out- 
(put has been rising at a faster rate than our population. A 
fourth fact is that despite cuts in acreage plantings surpluses 
\are continuing to accumulate. 


The article points out some flaws in the method of measur- 


ing the relative welfare of the farm sector. Off-farm earnings . 
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of farmers have continued strong, and so have per farm 
earnings. The value of farm land is rising, and total assets 
of farmers are high. Charts illustrate the article and a box 
highlights recent government action on the farm problem. 


Taxes and the Consumer Price Index 


This article (on page 153) continues a series of behind and 
on the scenes with the consumer price index. Last month, 
relative changes within the market basket were discussed. 
The article preceding that one in the series was devoted to 
the value of the dollar related to product, income and spend- 
ing. Next month, divergencies in the price movements of 
food and nonfood items will be discussed. In all, the series 
will constitute an invaluable service toward understanding 
the composition and usefulness of consumer price indexes. 


More Exciting Than a Moon Rocket 


We're an amazing country, as witness our record of pro- 
ductivity gains which have averaged 2% a year over the 
past half century. If we should maintain as good a growth 
record over the next twenty years our output of goods and 
services would be up to $650 billion. 


Such a figure, of course, is not to be taken lightly. But we 
might even exceed that figure. For since the war we have 
been increasing our real output per man-hour at a rate 
better than 3% per year. At that rate, we’d be producing 
goods and services twenty years from now at a rate of $800 
billion! 

To achieve the latter figure “would probably involve 
some radical changes in the shape and proportions of our 
economy.” What would these changes be? And how can we 
achieve them? There are those who say we can. ‘‘Produc- 
tivity Trends: Portents for the Future,” discusses eight 
current projections and some of the problems involved in 
constructing these full-employment models. The usefulness 
of any such model, the author points out, “rests not so much 
on its final accuracy as on the precision with which its inherent 
interrelations are spelled out, and how clearly the path to 
the future is marked for comparison against emerging trends.” 
(Page 148.) 


GREAT EXPECTATIONS— 


Foreshadowing statistics—manufacturers' backlogs, construction contract awards, and anticipated 


spending for plant and equipment—are bolstering the last-half outlook 


several respected indicators of general business 

conditions were tipped slightly downward. But 
there was nothing downward about the sentiments of 
businessmen, or of consumers, or of business analysts. 
In fact, after the appearance of the preliminary 
Federal Reserve report on its annual survey of con- 
sumer finances, and the Commerce Department’s 
annual survey of business expenditures for plant and 
equipment, both of which were reported in the press 
in March, there was a noticeable upward shift in 
everybody’s expectations for 1956. Warnings of in- 
flation, which had about disappeared from the scene 
in the preceding three months, were again scattered 
through speeches and articles. 

Since the turn of the year, markets for every- 
thing—even including automobiles—have continued 
considerably stronger than was generally expected, 
and business is still passing, with flying colors, the 
vigorous and continuous medical checkup it has been 
getting from economists in and out of government. 


ON THE DOWN SIDE 


In the first few months of 1956, total industrial 
activity, as measured by the Federal Reserve’s indus- 
trial production index, ran slightly below its rate in 
the late months of 1955. The decline is concentrated 
in durables manufacturing, and principally in metals 
industries, where it reflects a 15% drop (seasonally 
adjusted) in the rate of automobile assemblies. While 
there is no conspicuous weakness in the production 
pattern outside the automobile industry, it is also 
true that there are at the moment only a few impor- 
tant industries which are still expanding their rate 
of operations. Two that are expanding are nonelectri- 
cal machinery and instruments. While the expansion 
is slow in both these cases, the slowness is evidently 
owing not to difficulty in selling but to shortages of 
steel and other metals. In fact, even granting the 
substantial cutbacks in automobile production of the 
past three months, it is not at all clear that the 
trend of industrial production would really be down 
if it were not for scarcities of certain critical materials 
and shapes required in the metals industries. 

Factory employment, too, has been drifting down- 


ie THE CLOSE of the first quarter, 
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ward slowly since November, and along a relatively 
broad front: in February, fourteen of the twenty-one 
industry groups for which data are available showed 
employment below the level prevailing three months 
earlier. The only notable uptrends in this period 
were in nonelectrical machinery and chemicals. In 
February, what had been a relatively sharp expan- 
sion in nonmanufacturing employment also came tc 
an end, at least temporarily, and total payroll em- 
ployment subsided for the first time since January 
1955. 

Personal income, which had risen virtually with. 
out interruption during 1955, declined in January 
mainly because of an erratic drop in the seasonally 


Continued Business Strength 


As of February, key statistical indicators showed 
somewhat greater buoyancy than during their lacka- 
daisical performance of last fall. 

e Residential construction contract awards, which 
had been declining through most of 1955, turned up 
in December and continued up in the early months 
of 1956. Sensitive commodity prices also firmed in 
recent months. 

e Nonresidential construction contract awards con- 
tinued to move upward. Steel and paper production 
and freight carloadings extended their gains. Stock 
prices were higher. 

e In contrast to these signs of strength, manufac- 
turers’ new orders for durable goods reversed a two- 
year uptrend. Average weekly hours were reduced in 
both durable and nondurable manufacturing. Textile 
production was lower. And business failures con- 
tinued to mount. 

Adding up the direction and duration of month- 
to-month movements among the statistical indicators, 
Tue ConrereNce Boarp’s diffusion index recorded 
an average duration of expansion of 1.92 months in 
February—a modest increase over last October’s nar- 
row margin of 1.58 months. (The “diffusion” method 
of summarizing the behavior of these twelve key 
business indicators was described in The Business 
Record for June, 1954; a critical review of its use- 
fulness in business analysis appeared in the issue of 
June, 1955.) —M. L. 
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adjusted rate of dividend payments. But industrial 
payrolls also declined slightly in January, and ap- 
parently slightly further in February. While dispos- 
able income in the first quarter of 1956 is evidently 
equal to the rate in the fourth quarter of 1955, there 
is obvious importance in the fact that it has not 
risen. For its mere failure to rise means that the 
rate of personal spending gets suddenly caught be- 
tween stable total income and a pronounced longer- 
term uptrend in committed uses of income—for in- 
stalment debt repayment, for rent or mortgage debt 
repayment, for insurance premiums, and for rising 
state and local taxes on property (which are not 
deducted in moving from personal income to personal 
disposable income). 

In some degree, this squeeze has evidently devel- 
oped in early 1956, which may account, at least in 
part, for the sluggish behavior of retail trade since 
the turn of the year. In February, total retail store 
sales were running several percentage points above 
the comparable month of 1955, but well below the 
$15.8-billion monthly rate that prevailed in the 
fourth quarter. Virtually all this decline has been in 
hard-goods outlets, and almost all the hard-goods de- 
cline has been in automobile outlets. But again, as 
in the case of employment, no pronounced offset to 
the decline in automotive demand has appeared. 
Judging from reports from the automobile market, 
and from weekly figures on department store trade, 
total retail volume in March was little changed from 
February, and first-quarter personal consumption 
expenditure for goods (that is, excluding expendi- 
tures for services) has been moderately below the 
level in the preceding quarter, which was, in turn, a 
trifle below the peak rate reached in the third quar- 
ter of 1955.1 


Residential building: activity in the first quarter 
of the year has also been below the rate in the pre- 
ceding quarter, even though the rate of housing 
starts, on a month-to-month basis, has stopped de- 
clining and has already provided some encouraging 
evidence of turning upward in the second quarter. 
Together with the decline in retail demand for goods, 
the slump in home building has given the first quar- 
ter the quality of incipient adjustment that dis- 
tinguishes it from the late quarters of 1955. But it 
might be argued that the slackness of consumer mar- 
kets is nothing more significant than a pause, and 
that the low level of building outlays, together with 
the available evidence on impending improvement in 
these outlays, might just as well mark the quarter 
as a temporary pause: a sudden shift in gears, as 


1Expenditures for services have risen steadily throughout this 
period, and total personal consumption expenditures in the first 
quarter were at, or close to, the record level of the preceding quarter. 
Since many of the committed uses of income referred to above are 
also forms of saving, the saving rate in the first quarter has evidently 
continued at the advanced level of late 1955. 
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Cumulative Changes in Business Loans; 
Total and Selected Industries! 
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1Data for individual industries are based on samples, and are indi- 
cative of trend only 


The Uptrend in Plant and Equipment Expenditures 
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consumption went from high to neutral, and as hous- 
ing went from reverse to neutral. 

In at least a few respects the first quarter resem- 
bles the end of an adjustment as much as a begin- 
ning—a fact which accounts for the glowingly opti- 
mistic light in which many business analysts now 
view the current stability. 


ON THE UPSIDE 


One of the surprising aspects of early 1956 has 
been the continuing presence of scarcity, or near- 
scarcity, at a time when automobile production has 
stepped briskly down from its extreme 1955 level. 
Despite a progressive reduction of automotive pro- 
curement in early 1956, markets for the major raw 
materials of industry have remained as tight as a 
drum—the only important exception being rubber. 
In steel, copper and aluminum, supply of the basic 
raw materials has been somewhat greater than actual 
consumption, and aggregate inventories have cer- 
tainly risen. But just as certainly, they have risen 
no faster than purchasing agents have wanted them 
to, and in some industries not so fast. The supply of 
finished steel, copper and aluminum in many forms 
has evidently been notably deficient relative to de- 
mand, and a significant measure of production of 
finished goods has been delayed or postponed out 
of the past six months to be counted in the next six 
months. This amounts to saying that some part of 
the backlogs of durables manufacturers, which have 
been rising for several quarters, would have been 
satisfied by now, if the raw materials had been avail- 
able. An obvious illustration is freight cars, where 
order volume has apparently already passed its 
crest and started down before production has ap- 
proached+a level at all commensurate with the de- 
mand. 

The automatic rationing—the stretching out of 
production schedules—which results from scarcities 
of raw material (or labor) was a distinguishing fea- 
ture of the last half of 1955; it is significant that it 
has continued, even though in lesser degree, into 
early 1956. In every month since the middle of 1955, 
new orders in durables manufacturing industries 
have run ahead of sales, and backlogs have climbed 
more than $7 billion. As late as February, new orders 
were still well ahead of shipments, and backlogs 
were still rising across a broad front. It is certainly 
probable that new orders in the steel industry are 
being maintained at a high level because of uncer- 
tainties of supply, and near-certainties about a price 
rise. But this does not go very far toward explain- 
ing the strength of orders throughout the metal- 
working area. The fact that inventory is accumulat- 
ing in hard-goods lines certainly deserves attention. 
However, the inventory uptrend must now be tem- 
pered by the observation that backlogs are still ac- 
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cumulating, even while consumption of metals is 
still extraordinarily high. 


THE PLANT AND EQUIPMENT BOOM 


A large part of the answer to the very favorable 
conditions in the hard-goods sector in early 1956 is 
supplied by the results of the Commerce-SEC survey 
of business plans for capital spending in 1956. Ac- 
cording to responses submitted in January and 
February (prior to Mr. Eisenhower's “yes”), capital 
outlays in the first half of 1956 will amount to about 
$34 billion (annual rate), about $3.5 billion more 
than in the last half of 1955. These anticipations will 
almost certainly be realized: in fact, most of the 
business involved is already shipped, on order books, 
or on the production line. 

Moreover, the survey revealed a continuing sharp 
uptrend in the expected rate of outlays by quarter 
during the first half of 1956. Expectations for the 
second half (on which considerably less reliance can 
be placed) indicate approximate stability at the sec- 
ond-quarter rate of about $35 billion, but unless the 
present business atmosphere is considerably darkened 
in the next few months the second-half forecast may 
turn out to be conservative (as it did in 1953 and 
1955). The fact that fourth-quarter outlays turned 
out to be about 6% higher than originally antici- 
pated, and the fact that original estimates for the 
first quarter have already been advanced about 5%, 
provide some measure of the present velocity of 
capital authorizations. 

By the usual analytical standards, the 1955-1956 
capital goods boom will be relatively mature by mid- 
year. After all, the spending rate will evidently be 
fully 25% higher than at the peak of 1953, while capi- 
tal goods prices are up only 10%. Corporate profits 
are no longer advancing rapidly, as they were in 
1955, and some decline in the inflow of accelerated- 
depreciation funds is probably in the offing. Finan- 
cing the current rate of capital outlays is evidently 
requiring considerable borrowing which, together with 
inventory borrowing in metals lines, is keeping the 
money market somewhat tighter than was generally 
expected in the first half. The very heavy levels of 
industrial demand reflected in this borrowing have 
revived the upward trend of industrial prices that 
was so evident in the third quarter of 1955. 

All things considered, the anticipated midyear rate 
of capital goods outlays will stretch the available 
explanations very thinly; it would take a new set of 
hypotheses about the stimuli at work to justify expec- 
tations of a marked further rise in the last half. It 
is also true that, by the last half, newly built capacity 
will be going into production at an extremely high 
rate, with inevitable effects on competitive conditions. 

Nevertheless, the current state of the market, tak- 
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SLOWDOWN IN CANADA'S BUSINESS EXPANSION 


N CANADA, the investment intentions survey 
I of the Department of Trade and Commerce 

shows total new investment plans for 1956 at 
$7.5 billion, 21% above the $6.2 billion level in 1955. 
Adding repair and maintenance, the figures are $9.8 
billion against $8.4 billion. Some of the indicated 
changes for selected components are shown in the 
accompanying table. 

By any standard, these plans are impressive, and 
some of them may well not be realized according 
to present schedules, owing to tighter supplies of 
labor, materials and investment funds. 

However, these projections are not actually so 
large as has been generally pictured, because in some 
important lines of investment the expected rates 
have already been achieved. As regards machinery 
and equipment, the 1956 rate was substantially 
reached in the fourth quarter of 1955 (which, in turn, 
was even slightly below the third quarter of 1953 in 
terms of physical volume). As regards construction, 
the 1956 plans indicate a 138% expansion above the 
fourth-quarter rate in 1955—about the same ratio 
as shown in the same comparison for last year—with 
a projected decline in housing but substantial further 
expansion in nonresidential construction. 

Nevertheless the investment program will still 
have a major influence on business trends in 1956, 
directly and indirectly. Moreover, as a result of 
limited resources, particularly affecting nonresiden- 


tial construction, some parts of the program are not 
likely to be easily accomplished, and there may well 
be a further rise in construction costs. 


BUSINESS TRENDS 


Revised national accounts figures suggest that the 
1953-1954 recession was shallower, and the 1955 
expansion even greater, than previously indicated. 
But these figures show a marked slowing down in 
both domestic production and final demand in the 
fourth quarter of 1955, accompanied by a big rise in 
imports and business inventories. 


Canadian Investment Intentions for 1956 Versus Annual 
Rates Achieved in the Fourth Quarter of 1955 
In Millions of Dollars 


(2) 
Seasonally Ad- 


Investment In- justed Annual 


tentions for 1956 2 
Adjusted to Con- Leper cal pein 


cepts of the Na-|;; 


tional Accounts 


New housing......... 
New nonresidential 
construction........ 
New machinery and 
equipment.......... 
Total new investment 
in durable physical 


Dollar figures in millions 
Sources: Department of Trade and Commerce and Dominion Bureau of Statistics 


Canadian Economic Indicators 
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Some of the new seasonally adjusted economic 
series published by the Dominion Bureau of Statistics 
tell the same story of a sharp tapering in the rate 
of advance of production and sales of Canadian-pro- 
duced goods and services. Indeed, while this taper- 
ing may have been more apparent than real, it ap- 
pears to have come more swiftly and been more wide- 
spread than had been generally anticipated. 

In large measure, of course, the slowdown can be 
attributed to the natural restraints that arose as 
last year’s extraordinarily rapid economic expansion 
approached physical limits of plant capacity and re- 
source availability. At the same time, firmer mone- 
tary measures may have had some restraining effect, 
although it is clear that the real impact of the mone- 
tary restraints thus far applied has not yet been felt. 
In addition, the following special factors also appear 
to have had some influence on the developments in 
the fourth quarter: 

e Especially early and severe winter conditions in 

many parts of the country. 


Canadian Investment—Actual and Intended 
Millions of Dollars 


1955 1956 % 
Component _ (pre- (in- change 
liminary)| tentions) | 56/55 


Total (private and public) construction, 


machinery and equipment.............. 6,230 | 7,529 +21 
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Industry Groups 
Mining, quarrying and oil wells........... 301 424 +41 
PRBINtACEUTING. « whl} Adina seadse lhe os 939 | 1,304 +39 
oodiand beverages.........5.0..0555- 102 93 -9 
SROxtUE PrOGUCtS... 6.024) 000 clas see nes Q7 30 +11 
PARCTPTOGUCES. 6... 2 5)e cis ow cele ne nel 138 266 +93 
Tron and steel products................ 93 130 +40 
Transportation and equipment......... 56 68 +21 
Nonferrous metal products............. 84 113 +35 
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eA particularly bad agricultural quarter, with 
continued declines in many agricultural prices, slow 
wheat marketing, and intensified grain congestion. 
e A steep rise in time lost in major strikes. 

e A loss of hydro power due to low rainfall in some 
areas, with a notable accompanying cutback in 
aluminum production. 

eA temporary pause in advancing government 
spending. 


Finally, the seasonal adjustment of a few of the 
statistical series may not have completely eliminated 
a downward seasonal bias, owing to technical consid- 
erations that make such adjustment particularly dif- 
ficult for Canada. Nevertheless, these new data rep- 
resent a valuable addition to Canada’s economic sta- 
tistics, and will greatly facilitate more accurate de- 
scription and more revealing analysis of current busi- 
ness trends. 

The big 1955 expansion has slowed down, but cur- 
rent trends are still strong and the prospects are 
still healthy. To the extent that slackening in late 
1955 was due to temporary causes, renewed strengths 
may appear. At the same time, the physical growth 
of production in 1956 will necessarily be slower than 
in 1955; in his Budget Speech, on March 20, the 
Finance Minister indicated that he was not counting 
on an increase in total real national product “of more 
than 5% over last year, this being about the average 
annual rate of increase in recent years.” Whether 
basically inflationary conditions will develop re- 
mains an open question. But with the economy now 
operating close to full capacity, it is clearly much 
more susceptible to price increases should strong de- 
mand forces be fed any further substantial credit 
expansion. 

Artuur J. R. Smita 
Economist, Canadian Office 


Great Expectations 


(Continued from page 145) 


ing into account current delivery and order rates, and 
the condition of capital goods backlogs, hardly sug- 
gests any decline in capital goods production and 
deliveries in the last half. These critical markets 
must now be added to the list of strengths for the 
later quarters of 1956. Together with the newly de- 
veloping strength in residential building, the capital 
goods uptrend seems likely to provide much firmer 
footing for any inventory adjustment in the last half 
than it seemed at all wise to expect three months 
ago—a conclusion that the stock market seems to 
have reached in early March. 


Atsert T. Sommers 
Division of Business Economics 


Productivity 
Trends: 
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LABOR FORCE PATICIPATION 


HOURS OF WORK 


DISPOSABLE 
INCOME 


NDERLYING the 
| economic gains of 
the past fifty years 
has been a persistently ris- 
ing trend in productivity 
—at an average rate of a 
little over 2% per year. 
Looking backward, national wealth—including 
homes and factories, industrial equipment and busi- 
ness inventories—has increased more than threefold 
since the turn of the century. Real income—which 
for practical purposes is identical with the annual 
output of goods ‘and services—has increased fourfold. 
And standards of living have been so completely 
transformed as to defy attempts at statistical meas- 
urement. 

In contrast, the growth of the labor force has 
been modest. And with declining hours of work, total 
man-hours of the working population have increased 
by only a third. The prodigious expansion of pro- 
duction—both for current consumption and for addi- 
tions to national wealth—that has been realized with 
such a relatively small increase in labor input testi- 
fies to the significance of gains in productivity. 

Looking forward, continued gains in output per 
man-hour at just the historical rate could produce a 
$650-billion economy! within twenty years; or an 
$800-billion economy if the more rapid recent rate of 
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4Capital consumption allowances and retained earnings 
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Productivity, Income 
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Private Economy 


productivity gains is maintained. The difference be- 
tween these two projections of potential economic 
growth revolves around a little matter of 1%— 
whether productivity gains might proceed at the 
long-term rate of 2% per year, or at an accelerated 
rate of 3%. 


PROJECTIONS GALORE 


Within the past three or four years, quite a few 
full-employment models? have been constructed for 


1Gross private product in constant (1955) dollars. 
parable figure for 1955 was about $354 billion. 

°*Cf. G. Colm, “The American Economy in 1960,” National Plan- 
ning Association, 1952; J. F. Dewhurst, “America’s Needs an 
Resources,” Twentieth Century Fund, 1955; J. Hirsch, “Long-term 
Forecasts of Memorials and Related Business Activity,” A Repo 
to the Rock of Ages Corporation, 1952; Joint Committee on thi 
Economie Report, “Potential Economic Growth of the Uni 
States,” 1954; L. Keyserling, “Toward Full Employment and Ful 
Production,” Conference on Economic Progress, 1954; McGraw-H 
“The American Economy in 1970,” Engineering News-Record, Feb. 
1955; Stanford Research Institute, “America’s Demand for Wood 
1929-75,” 1954; and United States President’s Materials Polic 
Commission, 1952. 
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the economy of the future. Each of these is built 
up in much the same way. The size and age-sex 
distribution of the population is projected. Labor- 
force participation rates and average hours of work 
are assumed, and total man-hours derived. A pro- 
ductivity trend is then projected to arrive at real 
output per man-hour. Total man-hours times real 
output per man-hour yields the gross national prod- 
uct. For 1960, GNP projections range from $420 
billion to $560 billion; for 1965, from $480 billion to 
$560 billion (the top 1960 projection was not ex- 
tended beyond that year); for 1970, from $550 billion 
to $575 billion; and for 1975, from $600 billion to 
$800 billion. (See chart.) Assumptions about the size 
of the labor force and hours of work differed from 
projection to projection, but these differences were 
relatively unimportant. Among the six 1960 models, 
for example, the largest GNP was fully 33% greater 
than the smallest. But employment estimates fell 
within a narrow range of 66 million to 69 million, a 
variation of less than 5%. And estimates of average 
hours of work varied from 3714 hours to 40 hours 
per week, a difference of less than 7%. (Nor was the 
lowest employment estimate coupled with the short- 
est hours of work.) 

The crucial factor in each case—that which ac- 
counted for the wide range in GNP projections—was 
the assumption about the annual rate of improve- 
ment in real output per man-hour. And this central 
assumption about the years ahead ranged from gains 
of less than 2% per year to more than 5%. 

Thus existing models for the economy of the 
future provide as comprehensive a choice of alterna- 
tives as one could wish. “You pay your money and 
you take your pick.” But how to choose among these, 
or the many more models that will soon be compet- 
ing for popularity? A realistic projection of the 
size and shape of the 1965 or 1975 economy, under 
conditions of substantially full employment, can be 
of obvious use in planning industrial capacity. But 
what is a realistic assumption about the future course 
of productivity? The answer to this question is 
subsumed within the fundamental forces making for 
economic progress—scientific and technological in- 
novation, advances in industrial organization and 
business management, and improvements in the edu- 
cation, training, and mobility of the labor force. 


LABOR, CAPITAL AND OUTPUT 


A rising trend in output per man-hour is only a 
partial measure of gains in national productivity. In 
the past, an almost uninterrupted expansion in busi- 
ness investment has paralleled and contributed to 
the historical trend in output per man-hour. The net 
stock of capital equipment—the tools of production 
with which the productivity of labor is most closely 
associated—was expanded more rapidly than total 
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man-hours of labor input. In consequence, capital 
equipment per man-hour increased significantly, at 
an average rate of about 1.8% per year. And while 
output per man-hour rose fairly persistently, output 
per unit of capital equipment showed little evidence 
of any rising trend.1 

For the future, any assumption about the trend in 
output per man-hour must be consistent with expan- 
sion in the net stock of fixed capital—and with the 
rate of saving required to finance such investment. 
Thus real output per man-hour, capital outlays, and 
income-saving potential become interdependent fac- 
tors affecting the size and shape of the future 
economy. (See diagram.) 

If. the long-term rate of productivity gain is as- 
sumed for the future, no special problems of mutual 
consistency need arise. The achievements of the past, 
and the failures of the past, are projected over the 
years ahead. And so, implicitly, is the investment- 
saving pattern of the past. For this reason, most 
models for the future that have been built around a 
2%-214% per year improvement in output per man- 
hour look very much like the present model: bigger, 
but with the same proportions. 

Since the war, however, the rate of increase in 
real output per man-hour has been substantially 
greater than the long historical trend—better than 
3% per year. There are obvious reasons for hoping 
that this more rapid pace can be maintained. And 
there are some persuasive reasons for believing that 
it can. But the achievement of such advances in 
productivity, and therefore in total production, over 
the next ten to twenty years would probably involve 
some radical changes in the shape and proportions of 
our economy. 


ABOUT THE FUTURE 


Fairly rapid productivity gains were realized for 
brief periods in the past. In the decade following 
World War I, for instance, real output per man-hour 
was increased at an average rate of close to 3% per 
year. But the rate of advance declined sharply 


1See the previous article in this series in the February, 1956 
Business Record. 


This article, the second of a three-part series dealing with 
productivity in American industry, looks ahead to the 
economy of the future. Potential economic growth is 
viewed from the perspective of related trends in output 
per man-hour, business investment, and spending-saving 
relationships. An article in the February Business Record 
traced the influence of labor and capital inputs on the 
historical trend of national output. A succeeding article 
will discuss diversities among productivity trends. 
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when additions to capacity turned out to be excess 
capacity. 

Whether or not the recent gains in productivity 
can be maintained will hinge on three key questions. 
Will scientific and technological developments create 
the necessary opportunities for productive invest- 
ment? Will business firms have the initiative (and 
incentive) to seize upon and exploit those opportuni- 
ties? And will the course of economic expansion 
run sufficiently smoothly so that capital investments 
are not misdirected and resources uneconomically 
committed? Final answers to these questions lie in 
the future. But from a current perspective, continu- 
ation of the current uptrend in real output per man- 
hour appears well within 
the range of practicable 
achievement. 

The rate of scientific 
discovery and technologi- 
cal development is, of 
course, highly uncertain. 
Results in these areas de- 5 (0 
pend on much more than 
economic incentives alone. 

But if an intensive preoc- 
cupation with research is 4.0 
any criterion of success, 

then there should be no 
dearth of opportunity for 
productive investment in 

the years ahead. At the 3.0 
latest count, business firms 

were spending more than 

$3.5 billion a year on re- 

search and development— 
covering research in the 
sciences and engineering 

and the design and devel- 2.0 
opment of products and 
processes.? Government 
outlays would raise the 
sum of research expendi- 
tures to well above 1% 
of the gross national prod- 
uct. And the maximum 
payoff of these investments 
should be realized over 
the next ten or twenty 
years. 

At the same time, indus- 
try gives every evidence 0.9 
of its determination to ci 
exploit opportunities for 0,8 

1Based on a BLS-National Sci- 


ence Foundation survey conducted 
in late 1954 and early 1955. 
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RATIO SCALE 


profitable investment. Investment decisions are ap- 
parently being directed more toward the long-run 
outlook; they are less influenced by the vagaries of 
immediate demand. During the 1954 recession, for 
example, plant and equipment expenditures—which 
have been traditionally sensitive to business fluctua- 
tions—declined less than 5%. And the reduction in 
capital outlays by business firms was restrained 
despite sharp cutbacks in defense programming and 
in the award of certificates of necessity for acceler- 
ated amortization of defense-related capacity. The 
rate of capital outlays recovered rapidly in 1955, and 
is expected to approach $35 billion this year, more 
than 20% above expenditures in either 1953 or 1955. 


The Historical Trend in Output per Man-Hour—and the Implications 


of Alternate Projections 
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A noticeable trend toward longer-range forecasting 
is also disclosed by a recent Conference Board sur- 
vey of business practices Long-range financing 
and the development of expansion plans are being 
increasingly formalized as part of a long-term out- 
look. 


ALTERNATE PATHS 


In so far as the pace of capital investment bears 
upon the trend of output per man-hour, current 
attitudes toward research and the exploitation of 
productive investment opportunities are certainly 

1Forecasting in Industry,” Studies in Business Policy, No. 77. 


GNP: The Historical Trend and Eight Projections for the Future 
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conducive to a continuation of the substantial pro- 
ductivity gains of recent years. 


But how rapid an expansion in capital investment 
is necessary to maintain the recent increases in real 
output per man-hour? And what is likely to happen 
to the productivity of capital (especially capital 
equipment) as its stock is expanded? Alternative 
assumptions about the future trend in capital pro- 
ductivity—and therefore about the rate of invest- 
ment which will be required to support further in- 
creases in output per man-hour—yield quite differ- 
ent pictures of the economy twenty years hence. 

Over the past half cen- 
tury, output per man-hour 
increased at an average 
rate of about 2.2% per 
year, and total output at 
a rate of about 3%. Sup- 
porting this growth was 
an expansion in the net 
stock of capital equipment 
of about 244% per year. 
Capital equipment per 
man-hour of labor input 
rose about 1.8% per year. 
At the same time, output 
per unit of eapital equip- 
ment—under _ conditions 
of full utilization of ca- 
pacity—showed no dis- 
cernible uptrend. 

If the rate of increase in 
output per man-hour is 
projected at 3% per year, 
but with no improvement 
in the productivity of capi- 
tal equipment, then the 
rate of capital outlays 
would have to be stepped 
up appreciably over the 
historica] trend. The net 
stock of capital equipment 
would have to be built up 


1The previous article pointed out 
that “the absence of a rising trend 
in the productivity of capital equip- 
ment does not, however, mean that 
the efficiency of equipment items 
has remained unchanged over the 
years. Improvements in design 
and performance have been con- 
stant. What the figures do imply is 
that the application of capital 
equipment has been continuously 
extended into areas previously 
deemed uneconomical. This process 
has apparently proceeded in pace 
with the gains in productivity 
that were achieved in existing 
areas of investment. And the net 
result has been a fairly constant 
yield of real output per unit of 
capital equipment.” 
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at a rate of about 4% per year, and the ratio of 
equipment per man-hour at a rate of 3%—in each 
instance, considerably faster than during previous 
years. This pattern of future growth points toward 
a high investment—high saving economy. 

On the other hand, if the rate of increase in out- 
put per man-hour is projected at 3% per year, but 
is accompanied by a 1% per year increase in the pro- 
ductivity of capital equipment, then the rate of capi- 
tal outlays would not have to be accelerated as much. 
The net stock of capital equipment could be built up 
at a rate of about 3% per year, and the ratio of 
equipment to man-hours of labor input at a rate of 
2%. This alternative pattern of growth would permit 
of higher levels of consumption. The projected GNP 
is the same in each case; but the distribution of na- 
tional income as between the personal and business 
sectors, and the distribution of disposable personal 
income as between consumption and saving, would 
probably be quite different. 

Even more important, the achievement of a pro- 
jected GNP in any model presupposes a tolerably 
stable approach toward that goal over the interven- 
ing years. And it is not obvious that the alternative 
patterns of economic growth are equally compatible 
with economic stability. 


THE HIGH ROAD \ 


The high investment—high saving model runs 
quickly into the problem of whether the flow of sav- 
ing will rise in parallel with the required or potential 
rate of investment. If it does not, then the implied 
rate of capital expenditures tends to become infla- 
tionary and unstabilizing. There is, at present, little 
evidence of any general uptrend in the proportions of 
income being saved. However, the saving rate of 
corporate business has inclined upward,! and any re- 
distribution of income in favor of the business sector 
might well tend to raise the national saving rate. 

Beyond these slight considerations, all is guess- 
work. Changes in labor force participation rates 
suggest the possibility of concomitant changes in 
attitudes toward consumption and saving. But the 
possibilities are at odds with each other. The par- 
ticipation of both men and women in the labor force 
is already quite different from earlier years. With 
the extension in the number of years of schooling, 
young men (especially those between the ages of 
14-19, but also 20-24) are appearing in the labor 
force less frequently than formerly. And with the 
extension of both public and private retirement pro- 
grams, men sixty-five and older are participating less. 
Women, however are entering the labor force in ap- 
preciably greater numbers than ever before. This 
is particularly true of women between the ages of 


"See “New Perspectives on Saving,” in the July, 1955, Business 
Record. 


thirty-four and sixty-five, whose children have passed 
beyond the years when they require close attention in 
the home. Most labor force projections assume that 
these trends will continue in the future. 

On a priori grounds, there is reason to expect that 
the disposition toward saving is high among those 
persons whose participation rates are increasing: 
men in their middle years, and women who are sup- 
plementary wage earners. But the increasing de- 
pendency of both the young and old could cut into 
the propensity to save of those who are employed. 

The question thus posed by the high-investment 
model—whether the flow of saving will support the 
required rate of investment under conditions of 
stable economic growth—cannot be answered with 
confidence. 


ANOTHER HIGH ROAD 


Conversely, the high-consumption model poses the 
question of whether investment requirements under 
conditions of rising productiivty of capital, will be 
adequate to absorb the potential volume of saving. 

An even more critical question is whether impend- 
ing technological developments will make possible 
a rising trend in capital productivity. It is in this 
respect that the high-consumption model departs 
most sharply from historical trends. And it is in 
this respect that recent speculation about the future 
of automation becomes especially meaningful. To 
the extent that automation is simply labor-saving, 
its extension into industries and applications that had 
hitherto resisted intensive mechanization might have 
little effect on the ratio of real output to capital 
equipment. But to the extent that automation is a 
capital-saving technique, its extension into heavily 
mechanized industries could raise substantially the 
productivity of capital equipment. In this case, its 
effect upon output per man-hour would derive less 
from the displacement of labor than from the gains 
in output achieved through a more effective employ- 
ment of fixed capital. 

Despite the open questions that inevitably sur- 
round long-term projections, their importance for 
policy decisions, both in industry and in govern- 
ment, remains. Among alternative patterns of eco- 
nomic growth, the model builder is, of course, free to 
choose any set of consistent assumptions that he feels 
is most reasonable. 

History will make her own choice. Meanwhile, the 
usefulness of a model rests not so much on its final 
accuracy as on the precision with which its inherent 
interrelations are spelled out, and how clearly the 
path to the future is marked for comparison against 
emerging trends. 


Minton Lirton 
Director of Business Economics 
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TAXES AND THE CONSUMER PRICE INDEX 


|e OF THE consumer price index in wage 


contracts has caused considerable debate over 

the taxes which should be included in the 
index. At present, price-related taxes such as retail 
excises and sales taxes are included in Tur Conrmr- 
ENCE Boarp’s index, while personal income taxes for 
instance, are excluded. The general rule is that taxes 
are included in the index only if they directly affect 
the prices of specific goods or services. 


TAXES INCLUDED IN INDEX 


The taxes included in the consumer price index 
fall under two headings. Taxes on the ownership and 
use of goods include, for example, those on real estate 
and personal property and automobile registration 
fees. They are part of the expenses incurred in owning 
or operating property. They are included in the 
index as a separate “price.” For instance, automo- 
bile registration fees are treated in the index as a 
transportation cost, and real-estate taxes are included 
along with other expenditures incurred in owning a 
home. 

Then there are the taxes that are levied on retail 
purchases which are separately stated and paid at 
that time. Falling under this heading are sales taxes, 
so-called luxury taxes, and other excises stated sepa- 
rately at the retail level. All these taxes directly af- 
fect retail commodity prices in the index. The sales 
tax is particularly important as a current factor of 
change in the index. 

Two points of similarity should be emphasized 
about both groups of taxes: the incidence of each 
tax rests clearly upon the final purchaser or user 
and the amount of the tax at the retail level is clearly 
stated. This is true even for those taxes on owner- 
ship and use of goods which are not added to the 
purchase price, but are paid at a future date as an 
expense of operation. All these taxes apply to the 
purchase or use of specific goods and services. 


GENERAL SALES TAXES 


The number of cities and states which levy a sales 
tax has grown steadily as new sources of revenue have 
been sought. State retail sales taxes are of compara- 
tively recent origin, state governments having turned 
to this form of revenue during the depression years. 
Since the end of World War II, there has been a 
considerable increase in the use of this tax by local 
communities. Currently, sixteen of the twenty-six 
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states and nine of the forty cities in the Board’s 
consumer price index have a sales tax. 

The sales taxes, with minor exceptions, are strictly 
retail sales taxes; that is, they are applied at the 
point of final sale. (A retail sale under the tax laws 
is defined as one for purposes other than resale.) 
Therefore, some sales of goods for industrial and 
commercial consumption, such as heating fuel, would 
be considered a retail sale although they are not of 
interest here. With a few exceptions, the tax is con- 
fined to sales of tangible commodities, with relatively 
few services included in the tax base. In a majority 
of the states public utility services and amusements 
are taxed, while dry-cleaning, laundry, and repair 
charges are exempted by many states. Personal and 
professional services and rentals for permanent hous- 
ing are usually not taxed. 

In addition to the exemptions for services, some 
states also do not tax certain major categories of 
goods. Food is the most important exemption of 
this type, although fuel for domestic use is exempted 
in some cases. Five states and six cities surveyed in 
the Board’s index specifically exempt food. 

The sales tax rate varies among the states and 
cities. States tend to tax at a rate of 3%, while 
municipal tax rates are usually 1%, except for New 
York City, Rochester and Syracuse, where rates are 
3% and where there is no state sales tax. City 
sales taxes usually follow the same pattern of exemp- 
tions as the state sales tax. 


EXCISE TAXES 


The federal luxury taxes and the retail excises 
levied by the state governments affect only a small 
number of items directly priced in the index. Many 
taxed goods are not sufficiently important in family 
buying to be actually priced for the index. Never- 
theless, changes in excises can change the index 
because they affect items in all cities surveyed. Some 
states and localities which have no general sales tax 
have levied retail taxes on utilities, amusement ad- 
missions, restaurant meals, or alcoholic beverages The 
Federal Government taxes telephone use and rail- 
road and bus fares. These taxes are also included in 
the index as a part of price. Excises such as those 
levied on gasoline and tires and stamp taxes on 
cigarettes and liquor are usually included in the 
quoted price. 

Another large group of payments to government 
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for goods and services has not been examined; 
namely, payments for special services such as electric 
power, local transportation, and water. Although 
some communities call these charges a tax, the great 
majority bill their users in the same manner as a 
private firm. The Board prices and includes these 
so-called taxes in its index in the same manner as 
other goods and services. 


Retail taxes are included in the index by various 
methods depending upon the type of tax. The fed- 
eral retail excise taxes are added directly to the price 
of the taxed items. For example, the 10% luxury 
tax on face powder is added to the price and com- 
pared with the previous price to which the tax for 
that period has been added. 

A similar procedure is followed for sales taxes 


Consumer Prices Remain Unchanged 


The Conference Board’s Consumer Price Index—United States Cities over 50,000 in Population 


1953 =100 Rebased Indexes 


Fuel 


Rent 


1955 February........ 99.9 98.2 105.5 
Mareh ic... ..065 6, 100.1 98.4 105.7 
Aprils ataeecsie: 100.1 98.3 105.8 
May ieachisccteer 100.2 98.4 105.8 
DUNES 5 ss: stanton 100.2 98.8 101.4 105.8 
July sc Selon ores 100.3 98.6 101.2 106.2 
August ihe. teone 100.3 98.2 101.5 106.2 
September....... 100.5 98.5 101.6 106.38 
October.......... 100.7 98.6 101.9 106.5 
November....... 100.7 98.0 102.0 106.6 
December........ 101.0 97.9 | 102.1] 106.8 
1955 Annual average..| 100.3 98.3 | 101.5} 106.1 
1956 January......... 101.1 97.5 | 102.2] 106.8 
February........ 101.1 97.3 | 102.4] 107.1 


Power and] i 


All All 
- | Purchasin; Items Items 
Sundries |" Value of "i (January | (1947-49 
Dollar |1989=100)| =100) 


Trans- 
portation 


98.0 -8 | 100.1 4 100.1 | 181.5] 113.8 
98.1 -9 | 100.8 * 100.0 | 181.7] 118.9 
98.3 9} 100.2] 101.5 99.9} 181.8] 118.9 
98.2 8} 100.4] 101.6 99.8 | 181.9} 114.0 
98.2 8} 101.8 | 101.8 99.8 | 182.1] 114.1 
98.0 9 | 100.5 | 102.1 99.7} 182.1] 114.1 
98.3 -2| 100.6 | 102.3 99.7 | 182.2] 114.2 
98.4 38 | 100.9 | 102.6 99.5 | 182.5 | 114.4 
98.7 4] 101.3 | 102.7 99.3 | 182.9} 114.6 
98.9 -38 | 102.9 | 102.7 99.3 | 182.9} 114.7 
99.2 -3 | 104.7 9 99.0} 183.4] 114.9 
98.4 -O0 | 101.1 0 99.7 | 182.2 | 114.2 
99.3 99.3 | 105.8] 103.1 98.9 | 183.6} 115.0 
99.5 99.3 | 105.3 | 103.4 98.9 | 183.6 | 115.0 


Percentage Changes 


Jan., 1956 to Feb., 1956 0 0.2 +0.2 | +0.3 +0.6 
Feb., 1955 to Feb., 1956} +1.2 -0.9 +1.2 +1.5 +1.2 


Tur ConFERENCE Boarp’s index of consumer prices 
remained unchanged in February—at 101.1 (1953= 
100). It was, however, 1.2% above the February, 
1955, level. 


The purchasing value of the dollar remained at the 
January, 1956, all-time low of 98.9 cents (1953 dollar= 
100). It was 1.2 cents below that of February, 1955. 


Counterbalancing price movements in the major 
components were responsible for the unchanged all- 
items figure. Declines were recorded for food and trans- 
portation costs, which were down 0.2% and 0.5%, 
respectively. These decreases were offset by advances 
in the costs of housing (up 0.2%) and sundries (up 
0.3%). The apparel index was the only one to remain 
unchanged over the month. 


The food index, which was down four months in a 
row, dropped to 97.3. However, the declines in meat 
prices which were mainly responsible for the continued 
downward food trend, seem to be leveling off. The 
meat, fish and poultry index was down 0.5%, showing 
the smallest decrease in five months. Pork prices were 
firmer at the beginning of the month. Poultry and 
fish were slightly higher than in January. Dairy prod- 


+0.2 0 -0.5 +0.3 0 / 0 0 
+1.5 +0.5 +5.2 +2.1 -1.2 +1.2 +1.1 


ucts and eggs were 1.6% lower. Fats and oils and 
coffee were also slightly cheaper. Fruits and vege- 
tables, on the other hand, were considerably higher 
owing to the Florida frosts. 

The housing index moved up 0.2% over the month 
with advances in all component groups—rent 0.3%, 
fuel 0.6%, housefurnishings and equipment 0.2%, and 
other household operations 0.1%. 

Apparel costs were unchanged. Slight advances in 
men’s and women’s apparel were compensated by price 
reductions for dress materials. 

Transportation costs were down 0.5%. Price cuts 
were reported for new as well as used cars. Automobile 
upkeep was slightly more expensive. Public transporta- 
tion rates remained unchanged over the month. 

Fragmentary increases in all its constituent parts 
moved the sundries index up 0.8%. The main advance, 
one of 0.4%, was recorded in personal care. 

Compared with a year ago, prices were 1.2% higher. 
A decrease of 0.9% in food prices was not enough to 
offset increases in all other components. Over the year, 
transportation costs rose 5.2%, sundries 2.1%, housing 
1.2%, and apparel 0.5%. 
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except that the tax change is added to the “price 
relative” or the price change for the period. Both 
methods accomplish the same result; namely, the in- 
clusion of price-related taxes in the index. Payments 
such as real-estate taxes and automobile registration 
fees are treated as prices. 


INCOME TAXES EXCLUDED 


Personal income taxes, although an important fac- 
tor influencing total living costs, are not included in 
the consumer price index. These taxes, levied on an 
individual’s income rather than on his purchases, ac- 
count for a portion of the total expenditures made by 
urban wage earners and clerical workers. 

These taxes are not applicable to any specific con- 
sumer goods or services. Theoretically, these taxes 
might be considered the cost of goods and services 
provided by government even though an estimate of 
the “quantity” and “quality” of these goods and 
services would be exceedingly difficult and beyond 
the present scope of the index. 

Despite the fact that income taxes are not levied 
on specific goods or services, their exclusion has re- 
sulted in some controversy among groups using the 
index for wage escalation. Some users continue to 
call the index a measure of the total cost of living 
instead of recognizing it as a measure of price change 
only. According to the index definition,’ only price 
change is measured. An expenditure, therefore, 
which is part of the cost of living is not necessarily 
a part of a consumer price index. This is underlined 
by the report of a special committee of the American 
Statistical Association? on the cost of living which 
states: 


“Many of the difficulties which critics of the index 
have encountered arise from forgetting that it is designed 
to measure only changes in retail prices and trying to 
use it for purposes to which it is not suited unless it 
is supplemented by a number of additional statistical 
measures.” 


INDEX TAXES AND WAGE ESCALATION 


Excluding income taxes from the index could re- 
sult in some inequity in wage escalation tied to 
movements in the consumer price index. To illus- 
trate, assume that a community enacts a personal in- 
come tax, and another levies a retail sales tax. Both 
groups will experience a rise in the cost of living, but 
only the consumer price index in the city with the 
retail sales tax will change and only workers in this 
city will receive a wage adjustment. 

The problem is not of great practical concern be- 


1The Board’s index measures time-to-time changes in the cost of a 
fixed market basket of goods and services bought by the families of 
urban wage earners and clerical workers. It does not measure changes 
in the cost of living. 

2American Statistical Association, ‘An Appraisal of the U. S. 
Bureau of Labor Statistics Cost of Living Index” by a Special Com- 
mittee of the American Statistical Association, October, 1943, p. 3. 
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Sales Taxes! in the Consumer Price Index 


States 

Tax Rate Tax Rate 
Alabama seoscs.< arse ae 3% Minnesota............ None 
California............. % Missouri. ..... 5. oclerss 2% 
Colorado. Gan vocwsiack New Jersey........... None 
Connecticut........... 84% New: York:..,........ sae None 
Delaware............. None Ohio. cain ais ta ee 8% 
Georgia jac. oki oe. sear 8% Oregon 25 )5.5..:3 0s ts. None 
Dlinoisyecc mes cana 8% Pennsylvania.......... 8% 
Undianaens.ceeccs ocr None Tennessee............ 8% 
LOWS srt ates 24% Texas. o5Seenc See None 
Louisiana............. 2% Virginia’ «3.556004 = None 
Maryland janesteer 2% Washington........... 344% 
Massachusetts......... None West Virginia......... 2% 
Michigan............. 8% Wisconsin............ None 

Cities 
Chicagowen. os. een es Wf) Oakland). cee nadn 1% 
Denver S52 es.c5 5 ok 1% Rochester.....:5...h0+ 8% 
Los Angeles........... 1% San Francisco......... KS 
New Orleans.......... 1% SYTACUSE...,..00605.0088 38% 
New York City........ 8% 
IFor 1955 


cause the majority of escalator clauses are tied to the 
United States all-items index. This situation is not 
peculiar to taxes, since a rent change in Houston 
might affect the wages of a worker in Akron or a sales 
tax in Chicago might affect the wages of a worker 
in Des Moines. 

Taxes which are included in the consumer price 
index are levied directly on specific goods and serv- 
ices. Hence, sales taxes and retail excises are in- 
cluded because of their direct effect on prices paid 
by consumers for specific goods or services. Personal 
income taxes, in contrast, are directed against an 
individual’s income and are excluded since they are 
not related to specific items. 


Harry §. Dennine 
Statistical Division 


Financial and Administrative Accounting—A comprehen- 
sive text, providing general understanding of accounting 
theory and practice. It is intended for students, invest- 
ors, credit men, bank officials, small businessmen, and 
corporation officials. Subjects covered include financial 
accounting, accounting, organization and administration, 
and simplified individual and corporate federal income- 
tax procedure. The inclusion of many practical questions 
and problems makes this volume useful in explaining 
accounting techniques and practices at all levels except 
that of the professional practitioner. By C. Aubrey Smith 
and Jim G. Ashburne. McGraw-Hill Book Company, 
New York, 493 pp. $7.00. 


The Business Enterprise as a Subject for Research—A 
survey and review of existing knowledge on business 
enterprise in our society for the purpose of pointing the 
way to needed research. By Howard R. Bowen. Social 
Science Research Council, New York, 1955. $1.26. 


NEW SIDELIGHTS ON RECENT PRICE TRENDS: 
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NEW set of wholesale price indexes has recently 

been made available by the Bureau of Labor Sta- 
tistics. These “economic sector" indexes summarize 
month-to-month movements in the wholesale prices of 
commodities classified according to their stage of fabri- 
cation—raw or crude materials; intermediate materials 
for further processing, components, and supplies; and 
finished goods. Within each group, commodities are 
subdivided according to their end use (by consumers or 
producers) and their durability. 

The new indexes are constructed around some 2,000 
primary market price quotations compiled by the BLS 
for its all-commodity wholesale price index, and supple- 
ment the industry indexes already available. 

Some new sidelights on recent price trends emerge 
from the "economic sector" index. Price inflation asso- 
ciated with the Korean war boosted the wholesale price 
index almost 20% in fourteen months. Increased de- 
mand, inventory accumulation, and commodity specula- 
tion all contributed to the upward pressures on wholesale 
prices. The sharpest jumps centered on raw materials. 


INTERMEDIATE 
MATERIALS 


FINISHED 
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1952 1953 1954 1955 1956 


Intermediate materials and supplies rose somwhat less. 
Finished goods rose least of all. 

From a peak in March, 1951, wholesale prices then 
moved downward over the next two years. Over-all, the 
price declines averaged out at 6%. And in general, 
price corrections followed the same order as the pre- 
ceding price increases. Finished durables, however, ad- 
vanced against the tide of receding prices: producers’ 
durable goods moved up 2% between March, 1951, 
and February, 1953, and consumers’ durable goods, 1%. 

Over the past three years, the all-commodity index has 
drifted sideways (although price increases over the past 
six months have nudged it a bare 2% above February, 
1953). However, the apparent trendlessness of the index 
conceals some pronounced movements at various stages 
of fabrication. Food prices have declined markedly: raw 
food materials almost 20%; finished food products, 7%. 
These declines offset fairly substantial increases in the 
prices of industrial raw materials and intermediate prod- 
ucts. Prices of finished producers’ goods rose quite 
sharply. 
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| PATTERNS IN INFLATION, CORRECTION, STABILITY 
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THE FARM PROBLEM: 


HE FARM PROBLEM—a matter of consid- 

erable concern during the Twenties and Thirties 

and of virtually no concern at all during most 
of the Forties—is with us again in the Fifties. 

The current problem, like its prewar predecessor, 
is characterized by falling prices of agricultural com- 
modities, mounting surpluses, and declining farm 
income. Anxiety about the farmer’s plight began to 
appear in 1948 when farmers’ realized net income? 
dropped to $15.9 billion, from $17.2 billion in 1947— 
an 8% decline in a year when national income rose 
12%. Realized net income continued to slide in suc- 
ceeding years (except for a temporary rise in 1951, 
as a result of increased demand associated with the 
war in Korea). In 1955, farmers realized $10.8 
billion, 37% below the 1947 peak. 

The drop in net farm income in 1948 was owing to 
higher production costs, which boosted farmers’ ex- 
penses 11% above the 1947 level. In 1949, cash re- 
ceipts dipped as a result of lower prices for hogs, 
cattle, cotton, and wheat. Production expenses also 
fell, but not nearly enough to compensate for the de- 
cline in cash receipts. Although prices and receipts 
from sale of farm products turned up in 1950, a re- 
newed rise in production expenses depressed net in- 
come still further. Stimulated by the Korean war, 
farm prices and marketings shot up again in 1951; 
production expenses continued to increase, but not 
so much as marketings, and farm income rose about 
15%. Since 1951, a continuous downslide in prices 
and cash receipts from farm marketings but with- 
out compensating reductions in production expenses 
has meant declining net farm income. 


WHERE ARE THE SOFT SPOTS? 


Actually, not all types of farming have suffered 
substantial decreases in prices and earnings. The 
most severe drop in price and income has occurred 
in meat animals (cattle, calves, sheep, lambs and 
hogs). Although total consumption of meat animals 
has risen considerably since 1951, the composite price 
of this group nose-dived nearly 40%, and cash re- 
ceipts fell about 25%. It should be noted, however, 
that from 1940 to 1951 prices received for meat 
animals almost quadrupled. And it is significant 
that the area of greatest price decline during the past 


1Cash receipts from marketings plus government payments plus 
nonmoney income minus production expenses. 
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SIFTING THE FACTS 


five years is precisely the area of greatest advance 
during the preceding decade. Since the relative im- 
portance of meat animals in total cash receipts from 
marketings and in the total prices-received index is 
considerable—roughly 30%, weakness in this area 
has exerted a strong downward pull on the total 
price index and on total farm income.’ 

Most farm products, however, have fallen much 
less sharply than livestock since 1951. Wheat prices 
are down only 5%; corn, oats and soybeans, 20%; 
hay, 5%; sorghums for grain, 10%. Some commodi- 
ties—such as peanuts which are up 15%—have actu- 
ally enjoyed price increases since 1951. 

Cash income from crops and from dairy products 
are still roughly at their 1951 levels; and cash income 
from poultry and eggs has declined less than 10%. 
Since production expenses have remained relatively 
steady, there has not been any severe drop in net 
income for most of agriculture outside of meat 
animals. 


CROP SURPLUSES 


Agricultural surpluses, however, present a continu- 
ing threat to farm prices and farm income. Heavy 
demand during and immediately following World 
War II led to considerable expansion of agricultural 
output, partly through increased acreage but mostly 
through higher productivity. During the five war 
years, farm output per man-hour rose 20%. Even 
greater gains have occurred since the end of the war. 
During the past decade, productivity on the farm 
has increased nearly 50%. And though the number 


1Price fluctuations in livestock are to a considerable extent a natural 
function of production cycles. Unlike crops, where changes in plant- 
ings and output can be effected within a year, changes in livestock 
production require several years. 

A substantial part of the decline in hog prices stems from the 
“hog cycle.” Examination of trends in hog slaughter and the hog- 
corn price ratio over the past half century has disclosed a close 
correlation between the two. Changes in the price of corn, chief 
feed for hogs, strongly affects hog production. When corn prices are 
low relative to hog prices, hog feeding is lucrative and large numbers 
of sows are withheld from the market to farrow. This limits the 
supply of hogs going to slaughter and sends their prices up still 
further. Increased farrowings raise hog numbers, and about a year 
or two later hog slaughter rises and prices fall. The hog-corn ratio 
was relatively high in 1953 and 1954. Consequently, hog slaughter 
was heavy last year and will probably continue at a high rate this 
year. And heavy slaughter leads to lower prices. This cycle generally 
runs its course in four or five years. 

There is also a cattle cycle which is of longer duration than the 
hog cycle—about ten or twelve years. Here also, high levels of cattle 
production”during the past three years have meant reduced cattle 
prices. 
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of farm workers has been declining, production has 
been rising. 

Since 1947, farm output has been running ahead of 
peacetime requirements. Surpluses began to appear 
even though heavy farm exports in the early postwar 
years absorbed some of the increased supply. But 
the discrepancy between supply and effective de- 
mand was accentuated by a decline in exports which 
began in 1952.1 

Farm exports have turned up somewhat during 
the past two years, but are considerably below the 
peak level of 1951. 


Trend of Per Capita Net Income 
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The crucial problem of farm surpluses is confined 
mainly to a handful of crops—primarily wheat, cot- 
ton and corn. Even though acreage allotments in 


1For the most part, when demand slackens in industry, production 
tends to be cut back accordingly, and price drops are generally not 
so severe. In agriculture, however, curtailment of production cannot 
be effected on short notice. When demand begins to falter and a 
farmer has already planted his next season’s crop, he has to wait at 
least until the following year to reduce plantings. Besides, the 
farmer has less incentive to cut back production because of the nature 
of his costs. Reductions in output do not reduce expenses to the extent 
that they do in most industries. Also, the farmer is at the mercy of 
unforeseeable contingencies, such as bad weather and plant pests. 
In light of these possibilities, he is loathe to cut back acreage dras- 
tically. On the contrary, when prices start slipping, he often tends 
to expand production in order to make up for smaller cash return 
per unit. Thus agriculture is characterized by wide swings in prices. 
When production outstrips demand, surpluses pile up and prices 
slump, cash receipts from farm marketings shrink, and (assuming 
no concomitant reduction in production expenditures) net farm 
income sags. 
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Action in Washington 


In his agricultural message to Congress on January 9, 
1956, the President stated that the main problem of 
agriculture now is the “mountainous surpluses” which 
have piled up. Here are the highlights of the nine-point 
program he recommended to Congress: 

© Establishment of a soil bank, with government 
payments to farmers who voluntarily withdraw a por- 
tion of their acreage from production. The government 
would also ask farmers to contract veluntarily for an 
additional 25 million acres to be taken out of culti- 
vation and developed as a conservation reserve with 
trees, forage, ponds and reservoirs. 


® Acceleration of surplus disposal operations, espe- 
cially by exploring new opportunities to barter surplus 
farm products for nonperishable strategic materials. 

® Relaxation or elimination of controls over farmers 
wherever possible. Continued support of commodities 
for which support is discretionary at highest levels 
possible without piling up new surpluses. 

© A dollar limit on price support loans to any one 
farmer. 


© An expanded rural development program to in- 
crease productivity on the large number of small low- 
income farms and find work outside of agriculture for 
underemployed farm workers. 


®A Great Plains program to provide more stable 
agriculture in this region. Promotion of soil manage- 
ment, water conservation and adjustments in land use 
to help farmers to cope with such problems as erratic 
climate and wind and soil erosion. 

Expanded research to improve quality of crops and 
to discover new uses for agricultural products, new 
markets and new crops. 


® An assurance that ample credit shall continue to 
be available to farmers. 


® Removal of federal tax on gasoline used on the 
farm in the course of production operations. 


The farm bill is still being worked on as this article 
goes to press. As passed by the House, amended by 
the Senate, and further amended by Senate-House con- 
ferees, the bill tentatively contains the following features: 


® Provision for a soil bank whereby farmers would 
be paid for acres withdrawn from cultivation. 


© Restoration of rigid price supports at 90% of parity 
for basic commodities. 

© Restoration of dual parity for the basics, which 
means that support for these crops will be on either 
the new or old parity formula, whichever is higher, 
instead of gradually making the transition to the 
lower parity level of the new computation. 

© Raise minimum support for dairy products to 80% 
of parity instead of the current 75%. 

© Two-price system for wheat: 100% of parity for 
wheat consumed domestically as food, and the going 
market price for wheat sold as export or used for feed. 


® Disposal of all surplus agricultural stocks held by 
the CCC as soon as possible. 
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recent years have successfully cut down acres har- 
vested, they have not reduced output sufficiently. 
Wheat and cotton acreages have been curtailed by 
35% since 1952. However, output of these crops has 
declined less markedly owing to greater productivity. 
Better seeds, more fertilizer, greater mechanization, 
and abandonment of less productive land have all 
contributed to greater output per acre.t Corn acre- 
age has remained fairly stable over the past few 
years and so has output. Production of wheat 
during the past four years has outstripped consump- 
tion (domestic disappearance plus net exports) by 
some 25%, cotton by nearly 20%, and corn by at 
least 5%. Since each of these commodities receives 
price support,? large portions of their output have 
ended up in government inventory. 


GOVERNMENT STOCKS 


Farm products—especially wheat, cotton and corn 
—began to back up into Commodity Credit Corpo- 
ration warehouses in 1948. The outbreak of hostili- 
ties in Korea in mid-1950 temporarily bailed us out 
of what threatened to be dangerously high levels of 
stocks. However, toward the latter half of 1952 
surpluses began to pile up once again. Since mid- 
1952, CCC holdings of price-supported products have 
mounted relentlessly from $1.1 billion to $5.9 billion 
by the beginning of this year. Aside from this amount 
which is owned outright by the government, an addi- 
tional $3.0 billion worth of commodities are pledged 
for loans. And the bulk of these holdings will 
probably end up in CCC inventory. The CCC’s 
total investment in price-support commodities thus 
amounts to $8.9 billion. 

While the floor under prices has been partially 
effective in preventing precipitous price drops, it has 
been at least partly responsible for the building up 
of surpluses. In order to encourage the marketing 
of certain products which are in heavy surplus, in 
preference to further storage under government loan, 
the Agricultural Act of 1954 provided for a down- 
ward adjustment of price supports for basic com- 


1See The Business Record, May, 1955, “More Food from Fewer 
Workers”; July, 1955, “Acreage, Output and Surpluses.” 


For a detailed background of price support legislation and opera- 
tion, see “The Floor Under Farm Prices,” in the September, 1952, 
Business Record. 

Support prices, in combination with acreage allotments and 
marketing quotas, have been the chief means used by the govern- 
ment to elevate depressed prices since the Agricultural Adjustment 
Act of 1933. The list of commodities receiving support, however, 
was broadly expanded during World War II in order to encourage 
expansion of production. 

Current legislation makes support mandatory for the basic com- 
modities (wheat, cotton, corn, rice, peanuts, and tobacco) and also 
for certain other designated commodities (wool, mohair, tung nuts, 
honey, milk, and butterfat). Support for other commodities is left 
to the discretion of the Secretary of Agriculture. (Some of the 
factors affecting his decision are the supply and demand relation- 
ship, the amount of funds available to carry out the program, and 
the feasibility of storing and liquidating stocks that may be acquired 
through operation of the program.) Currently there are about a 
dozen such crops receiving support. 


modities. During the war and down through the 
1954 crop, these commodities were supported at 90% 
of parity. The new legislation provides for flexible 
supports for the basic commodities ranging from 
8214% to 90% of parity for the 1955 crop, and 75% 
to 90% of parity starting with the 1956 crop. As a 
result, support levels for the 1955 crop were lowered 
for wheat, rice, and corn to 8214%, 85% and 87% of 
parity, respectively. The other basic crops remained 
at 90%. Further reductions have been announced 
for these commodities for the 1956 crop year to 76% 
of parity for wheat, 75% for rice, and 81% for corn. 
Levels for the others have not as yet been set. It is 
hoped that reduced support levels for the 1956 crops 
will cut the quantity going into support.? 

Besides acting as a depressing influence on prices, 
the accumulation of large stocks involves exhorbitant 
storage costs. Currently, the CCC is spending about 
$1 million a day for storage alone. Also, substantial 
losses are incurred through deterioration of products 
which are held too long. 


BEHAVIOR OF COSTS 


Compared with the wide fluctuations in the prices 
of agricultural commodities, the prices farmers pay 
for the goods and services they buy tend to move less 
sharply. For example, prices paid by farmers ranged 
between 109 and 287 (1910-1914—100) over the 
past quarter century; in contrast, prices received 
ranged from 65 to 302. Prices paid rose less sharply 
from prewar levels to postwar peaks than prices re- 
ceived. And prices paid have remained relatively 
steady since 1951, while prices received underwent 
a substantial drop. Both indexes now stand at 
about 2-1/3 times their prewar levels. 

The relationship between prices received by farmers 
and prices paid (the parity ratio) is often used as 
an indicator of the farmer’s economic position. The 
current hue and cry is that farm prices have been 
receding since 1951, while prices paid by farmers for 
both production items and living items have remained 
relatively unchanged. Thus the parity ratio fell from 
115 in 1947 to 107 in 1951, then to 85 last year. 
There is no doubt that, for a large segment of farm- 
ing, purchasing power has ebbed somewhat from the 


1Flexible supports do not apply to tobacco, which continues at 
90% of parity as long as marketing quotas are in effect. 

2The Agricultural Act of 1954 also provided that modernized 
parity go into effect for the basic commodities on a gradual basis 
starting with the 1956 crop. This means that the effective parity 
price for wheat, corn, and peanuts for the 1956 crop will be the 
transitional parity price—95% of the old parity price for 1956, 
90% of the parity price for 1957, and a further 5% reduction in each 
subsequent year until the transitional parity price is lower than the 
parity price as computed under the new formula. At that point, the 
transition will be regarded as complete and the new moderni 
parity becomes effective. The new parity price computation is 
already in effect for cotton, rice, and tobacco. (Gradual adjustment 
to the new parity price began in 1950 for the nonbasics.) For a 
description of parity price computation under the old and new for- 
mulas, see the September, 1952 Business Record, pp. 348-349. 
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How the Balance Sheet of Agriculture Shapes Up 
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extraordinarily high levels of 1947 and 1951. How- 
ever, the contraction in farmers’ purchasing power 
was probably not so deep as the drop in the parity 
ratio might indicate. 


ABOUT THAT PARITY RATIO 


The parity ratio is, at best, a measure of the trend 
in purchasing power per unit of output. If the 
farmer cannot buy quite so much today with the 
amount of money that he gets from a bushel of corn 
or a hundredweight of hogs as he could in 1947 or 
1951, it should also be remembered that he produces 
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more bushels of corn and more hogs than he did in 
the earlier years. Since the parity ratio fails to take 
into consideration increases in productivity (z.e., 
greater output with a given input), its decline may 
exaggerate the actual decrease in purchasing power. 

There is still another reason why the parity ratio 
may not be fully reliable in reflecting the relative 
welfare of the farm sector. A paramount criterion 
for a dependable index is that the set of constant 
weights used to combine the components over a 
period of time be as closely characteristic of that 
period as possible. For both the prices-received 
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index and the parity price-paid index, weights are 
based upon the experience of 1937-1941. More than 
a decade has elapsed since the base-weight period; 
and in that period the nation has undergone a great 
war and a postwar readjustment, accompanied by 
changes in domestic and export demand for farm 
products, broad technological advances in agricul- 
tural methods, and fundamental changes in farm liv- 
ing habits. 

These developments over the past fifteen years 
have brought about significant shifts in farm pur- 
chasing patterns. For example, cash wage rates paid 
to hired workers have practically quadrupled since 
the 1937-1941 base period (the total parity index 
has risen by only 122%). But no correction has 
been made to reflect the declining number and rela- 
tive importance of recipients of these wage rates. 
Since the base weight accorded this item in the parity 
index is now apparently too high and since the price 
of the item has advanced more than the average, the 


increase in wage rates tends to overstate the increase 
in actual costs. This gives an upward bias to the 
parity index, and consequently a downward bias to 
the parity ratio. 

Concurrent with the decline in hired farm labor, 
mechanization on farms has been enormously intensi- 
fied. Fertilizer has also become increasingly impor- 
tant over the past decade. But prices of farm 
machinery, motor supplies, and fertilizer have risen 
less sharply than the over-all parity index. Were 
these items weighted according to their present im- 
portance, they would probably exert a downward 
influence on the parity index, and tend to raise the 
parity ratio. 

The changing importance of farm machinery and 
equipment as against wages, together with probable 
shifts in the relative importance of farm living ex- 
penditures as against production expenditures, has 
thus tended to impart an increasingly upward bias 
to the parity index over the years since 1937-1941. 
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This suggests that the parity index today is higher 
and the parity ratio lower than if a more recent 
weighting period were used. There may, of course, 
have been shifts in the importance of other com- 
ponents which would wholly or partly compensate 
for the apparent bias discussed above. At any rate, 
an up-to-date study of farmers’ expenditures would 
certainly result in a new set of weights more repre- 
sentative of current relationships among the various 
components of the parity index! and therefore of 
the purchasing power of farm income. 


Coinciding with the decline in farmers’ realized 
net income has been a decline in the number of 
farms. Hence the decline in income per farm has 
been significantly less sharp than in total income. 
Whereas total realized net income to farm operators 
dropped 37% between 1947 and 1955, the drop was 
less than 25% on a per farm basis. And since 1951 
the decline was about 33% for total income, but less 
than 20% per farm. 

It is also important to distinguish the number of 
farms which actually produce agriculture’s product 
from the total number of farms. For example, the 
1954 Census of Agriculture counted 4.8 million farms, 
but only 3.3 million were “commercial” farms.? The 
other 1.5 million farms—30% of total—accounted for 
only about 3% of total farm products sold.2 Conse- 
quently, a little over two thirds of the farms pro- 
duced practically the entire farm output and re- 
ceived almost the whole of farm income. Inclusion 
of noncommercial farms in calculating farm perform- 
ance actually gives a distorted picture of what is 
happening to the average farm.* 


Income from nonfarm sources (principally wages 
from nonagricultural employment, but also net rent 
from property, income from other businesses and in- 
vestments, veterans’ payments, and social security) 
are also of considerable importance to many farmers. 
The farm population derives over one fourth of its 
total income from nonfarm sources; and in the case 
of many small-scale farmers the bulk of their income 
may come from outside agriculture. While total in- 
come from farming has declined, income of the farm 
population from nonfarm sources has risen since 
1947. In consequence, per capita income to the farm 
population from all sources has actually held up quite 
well. Last year it was only about 12% below the 
1951 peak. Even more striking is the fact that per 
capita net income, including nonfarm income, of 
the farm population in 1955 was some 5% above 
1947, agriculture’s banner year in terms of total 
realized net income from farming. 

Farm real-estate values are generally fairly sensi- 
tive indicators of economic conditions on the farm. 
They tend to reflect the profitableness of farming as 
well as farmers’ feeling about the future. From a 


APRIL, 1956 


163 


peak in 1920, average value per acre of farm land fell 
steadily for over a decade, and by 1933 had dropped 
60%. Thereafter, it rose moderately until 1937, when 
it leveled off and remained fairly steady until World 
War II. Prices of farm acreage rose steadily during 
the war and postwar period and by 1952 were more 
than two and one half times the 1941 average. 

Despite declining prices and income, farm real- 
estate values have remained at high levels. While they 
slipped some 4% from early 1952 to early 1954, they 
have been moving up in the past two years. By mid- 
1955 they had surpassed the peak of 1952, and indi- 
cations are they have been continuing their uptrend. 
The reason for this ostensible paradox: much of the 
drop in farm prices since 1951 centers around meat 
animals. Prices of meat animals tend to have less 
repercussion on land values than do prices of crops. 
Also, the existence of a price support program is re- 
garded as a guarantee against drastic declines in crop 
prices and acts to bolster farm values. 

It is also significant that a sizable portion of land 
purchases in recent years has been for enlarging farms 
in order to achieve greater efficiency. Practically 
half the land bought in wheat sections and more than 
a third in the corn belt were for this purpose. There 
seems to be a tendency for land being added to exist- 
ing farms to command higher prices than the acreage 
of a whole new farm. Buyers tend to value such ad- 
ditional acreage in terms of the added income they 
expect to realize from the entire farm. 

A look at the balance sheet of agriculture reveals a 


(Continued on page 188) 


1The prices-received index might also show significant change if 
weights were shifted to a more recent period. It should be noted 
that the Agricultural Marketing Service recognizes the need for a 
more up-to-date study of farmers’ expenditures, and earlier this 
year embarked on a project, in cooperation with the Bureau of the 
Census, of collecting data on farm operators’ expenditures for 1955. 

2~In general, commercial farms are those farms with sales amounting 
to $1,200 or more. In 1954, there were 2.6 million farms in this 
category. About .7 million farms with sales amounting to $250 to 
$1,199 were also classified as commercial farms, either because the 
farm operator worked off the farm less than 100 days, or because 
the income of the farm operator and members of his family{from 
nonfarm sources was less than the value of all farm products sold. 

*These included part-time farms, residential farms, and institu- 
tional farms. 

‘The continued prevalence of a large number of low-production 
farms is a separate problem. Probably the bulk of the 1.2 million 
commercial farms with sales of less than $250 in 1954 might be con- 
sidered low-income farms. In addition, a significant portion of the 
1.5 million part-time and residential farms had combined incomes 
from farming and non-farm sources amounting to less than $2,500. 
The problems of low-income farms are deeper and of a different order 
from those of the rest of the farm community. Where price increases 
for their products might yield important increases in income for effi- 
cient farmers with substantial production, they may be of little help 
for the low-income farmer. A farmer who sells $500 worth of products 
in a year still does not earn an adequate living, even if prices are 
raised 20% giving him $600. Hence, government programs designed 
to bolster prices have had little effect in easing the plight of the low- 
income farmers. Basic remedial measures geared to increase their 
earnings lie not so much in higher prices of farm products but in 
making their farms more productive; and in many cases, encouraging 
low-income farmers to seek more lucrative jobs off the farm, either 
part-time or full-time. 
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The returns filed this month by some 55 million taxpayers will tell part of the story of 
the immediate prospects for tax relief and will help determine whether April's painful 
task will be as painful a year hence. While tax reduction is relatively easy to enact, 
even the simplest plan means great variations in potential benefits. The same plan has 
varying results depending on whether the criterion is the relative cut it makes in pres- 
ent taxes, the relative change it brings in income remaining after tax, or the changed 
relation of taxes to gross income. The plans’ effects vary, too, depending on whether 
and how they affect the tax base, the rate structure, and the final tax liability itself. 
The same factors also make a big difference in the revenue effects felt by the 
Treasury and raise such thorny practical questions as how relief should be distributed 
along the income scale and what the consequent economic effects may be. On these 
pages the effects of but a handful of the many possible methods are compared. 


Plan 1: Raise personal exemptions to $700 

Plan 2: Restore rates to their pre-Korean levels 

Plan 3: Reduce all rates by 2 percentage points 

Plan 4: Substitute Canadian tax rates 

Plan 5: Reduce taxes by 10% 

Plan 6: Reduce to 10% the rate applicable to the first $1,000 
of taxable income 


Sources: Staff of the Joint Committee on Internal Revenue Tax- 
ation; The Conference Board 


AMOUNT OF TAX 


INCOME AFTER TAX 15,686 


SS 
MOOR YOO> 
6555060 


WLLL LLL LLL LLL LL LLL LLL LLL LLL LLL LL 


164 


BUSINESS RECORD 


INCOME TAX REDUCTION PLANS WOULD MEAN 
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with two children. Plan 4, pro- 
viding for the substitution of Ca- 
nadian tax rates, does not take 
into account Canadian provisions 
5 determining the size of the tax 


base, the fact that income-split- 
ting is not permitted in Canada, 
and other differences. The results, 
consequently, do not represent 
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SELECTED BUSINESS INDICATORS 


1956 1955 


years Series Unit 
Februaryp | January | December | February 
Industrial production 
3 LOCAL 5 sei Sctiate sveretecle oe sracere = alaieiewe le ehoverntelatcer Meeaene 1947-49 = 100 S 143 133 
Nondurables manufacturing...........++eeeeeseees 1947-49 =100 S 129 121 
Durables manufacturing............00-000es0rs000 1947-49 =100 S 159 147 
Wholesale prices 
All commodities... 2% ¢ sia suas wee Sete mete es reibimonere 1947-49 = 100 112.3 110.4 
7 Industrial commodities.............0csseeceneeues 1947-49 = 100 120.5 115.7 
Farm wommodities.2 5.5 Sansa s ast sa sieee conte 1947-49 = 100 86.0 93.1 
Consumer prices (NICB) 
All itemsty. eh dece,s so ee ah tts ote ve so aleie-c alae eae es 1953 =100 101.1 99.9 
9 Howling MMA Se ian aww ee cee en aoeeee 1953 =100 102.4 101.2 
BOO 5 os 5:7 oaks atiaaie iz dela eleivesd ein eiarsleismieaterays 1953 = 100 97.3 98.2 
Prices received and paid by farmers 
Prices received s.s'sias << cscc.e ease matey ws ole ¥ efetsieisses stato 1910-14=100 226 244 
11 Priced paidtal occ scons one ee, ox ste ts one 1910-14=100 280 283 
Parity ratiot sc ve icieg sss sis ares see ale matejets via 00 aiate 1910-14 =100 81 86 
Employment and unemployment (Census)* 
Labor force... 5 5.:..4105scacie iss bine ngs soles tte tetas Thousand persons 65,491 63,321 
13 Bimploymenti< «0; ssc shamciow oleic ule aiba ona oe Thousand persons 62,577 59,938 
Nonfarm employment... si sesc +s s0cle safe lee oe Thousand persons 57,107 54,854 
Unemployment ..2. «.3.0%.% < sicete.005 sie wie os clo sis. ometo Thousand persons 2,914 3,383 
Nonfarm employment (BLS) 
Total vise c.c ge cise ose ve sted os Sema etree neenters te Thousand persons S 50,179 48,470 
15 Production workers in durables manufacturing...... Thousand persons S 7,673 7,269 
Production workers in nondurables manufacturing. ..| Thousand persons S 5,552 5,404 
Employees in nonmanufacturing.................- .| Thousand persons S 33,372 32,379 
Average work week 
17 All manufacturing. «oo. ./0:<< ej.0.0«o10'010.0 ehieth «elegans Hours 40.6 40.4 
Durables manufacturing................eeeeeeeees Hours 41.2 41.1 
Nondurables manufacturing...........-++eseeeeeee Hours 39.8 39.5 
Average hourly earnings 
19 AT manufacturmig. . s,s sea. cot tale adele. Dollars 1.93 1.85 
Durables manufacturing...............0seeeeee00: Dollars 2.05 1.96 
Nondurables manufacturing.............. ANAC 2080 Dollars 1.74 1.68 
Average weekly earnings 
21 All manulactyring os 0.0:ltac aj )s\« 0101010 s/s eis sisin = atte lois Dollars 78.36 74.74 
Durables manufacturing...............00eeeeeeees Dollars 84.46 80.56 
Nondurables manufacturing...............eeeeeeee Dollars 69.25 66.36 
Personal income 
Total ters aocaisstcinna chat heroes pea wae Sab ee ca eee Billion dollars S A n.a 292 .2b 
23 Labor incomes.s...42 sven sat arae st eeluenaeeiele aie we Billion dollars S A n.a 206.16 
Other income )i5);..5:1.taee ee ee ia ote Billion dollars § A n.a 91.16 
Instalment credit 
EEXCONSIONS Soo) oor 0'o x. demise sing bis SR MIV DRIES PERT oe Million dollars S$ n.a 2,830b 
27 Repayiientssiasisiitictisi's eicasialtestone acahelataraineiotoliis'e Million dollars S n.a 2,496b 
Instalment credit outstanding.................000: Million’ dollars n.a 22,436 
New construction 
Total... 2.2.0.0: scee cece sete cecceseecessssceces Million dollars S A 41,5382 |r 41,460 41,436 
33 Total private...... PE i co ied nis Million dollars A | 29,232 |r 29,256 29,256 
Private nonfarm residential........ die'e wise io paratentels < Million dollars S A 15,096 |r 15,420 16,176 
Retail trade: Durable goods stores 
Inventories $i. 25/4 see mateaete ie areitioee PAS nes Million dollars S n.a 11,390 10,1606 
35 Sales. scaveeratvex: Sate Bites ieee oa ee Million dollars 8 n.a 5,456 5,143 
Tnyentory sales 'Tatio...§.> <ij-.ccuisisee oe.ene re sate ae * n.a 2.09 1.985 
Retail trade: Nondurable goods stores 
3 Inventories saiisisi sesh ovis « vnc ote once veeietieee Million dollars S n.a 12,690 12,0506 
7 aS NMR FAT! fant is RRR WORE? 173 Million dollars S n.d 10,201 9,722 
Inventory—Salea:ratio? sce. Fis onesie e ha tae ie n.a 1.24 1.946 
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SELECTED BUSINESS INDICATORS (Continued) 


Durables mfg.: Sales and inventories 
Inventories 


Nondurables mfg.: Sales and inventories 
Inventories 


Imports 
Merchandise export surplus® 


Bank debits 


Deposit turnover: New York City 
Deposit turnover: 337 other centers® 


Eight sensitive business indicators 
Residential building contracts 
Nonresidential building contracts 
New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 


Gross national product 
Total 


Final demand? ¢ 35:54. disio 015043, 0's sia eie's nde, sfets » ayayers aA 


Change in business inventories 


Disposition of personal income 
Total personal income 
Disposable personal income 
Personal consumption expenditures 


25 


Personal saving............. GoUSa OS AD CSO ICCCE 


Corporate profits 
Before taxes 
After taxes 
Dividend payments 
Retained earnings 


29 


Business expenditures for plant & equipment 
Total 
Manufacturing industries 
Nonmanufacturing industries 


31 


Federal budget receipts and expenditures 
Receipts 
Expenditures 
Cumulative surplus or deficit® 


45 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tax Conrrrencs Boarp; Department of Agriculture; Bureau of the Census; 
Securities and sane Commission; Bureau of the Budget; F. W. Dodge Cor- 
poration; Standard & Poor’s; Dun & Bradstreet. __ mi ; . 

Includes interest, taxes and wages. *Prices received divided by prices paid. 
"Data exclude the Armed Forces. ‘Labor income” includes wages and salaries, 
and “other labor income.” Both “labor income” and “other income” include em- 
ployee contributions to social insurance, which are excluded from the total. *Includes 
grant-aid shipments. ‘Excludes Boston, Philadelphia, pry ie Detroit, San Fran- 
cisco, Los Angeles and New York. ‘Gross national product, less change in business 
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Million dollars S 
Million dollars S 


* 


Million dollars S 
Million dollars S 


* 


Million dollars 
Million dollars 
Million dollars 
Billion ccliess 


t 


Thous. sq. ft. fl. sp. 
Thous. sq. ft. fl. sp.S 


Million dollars S 
Hours S 
1947-49 = 100 


Billion dollars S A 
Billion dollars S A 


Billion dollars S A 


Billion dollars S A 
Billion dollars S A 
Billion dollars § A 


Billion dollars § A 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Billion dollars S A 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Million dollars 
Million dollars 


inventories. *Beginning July 1. S-seasonall 
I Quarter of 1956, anticipated outlays are: 
Nonmanufacturing, 19.55. 


1956 


Februaryp | January 


95,233 
58,260 
n.a. 
4.06 
88.9 
465.0 
13,260 
1,029 


IV 
Quarter 


397.3 
392.0 
5.3 


312.1 
276.6 
257 .2 
19.4 


45 .0c 
22 .4¢ 
12.2 
10.2c 


31.454 
12.484 
18.974 


12,243 
16,178 
7,885 


26,317 
13,688 
1.92 


19,568 
13,612 
1.44 


1,398 
1,012 
386 


14,710 
40.6 
89.4 

466.9 

11,600 

1,009 


December 


1955 


February 


23,9846 
11,8506 
2.02b 


19,2126 
12,4376 
1.540 


1,1686 
870b 
298b 


92,031 
54,720 
12,1426 
40.4 
91.4 
379.7 
11,867 
881 


adjusted. A-annual rate. a—For the 
2 jaye eres ‘otal, nett Manufacturing, 13.66; and 
‘or the arter o 56, anticipated foutla: : 
Total, 35.32; Manufacturing, 15.40; Nonmanufacturing, 19.92. ~ vBS fa, 


b-January, 1955 f 
monthly data. c—Prelimina: raid ve: 


estimate by Council of Economic Advisers. p-pre- 


liminary. r-revised. *End-of-month inventory, divided by sales — the month. 
of 


¢Debits (annual rate) divided by 
4Chartbook of Current Business Tr 


= 


sits, seasonally adjusted. s.a. 
Tur ConFERENCE Boarp, Copies available 


to Board Associates on request, without charge. 
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t available, 


The Paradox of '56: 


PROFITS IN DANGER DESPITE BOOMING SALES 


ahead is the major marketing concern of the 

203 manufacturing executives participating in 
this month’s survey of business experience. Typical 
are the observations of one plumbing fixtures com- 
pany president who states: 


| OW TO ASSURE profitable sales in the months 


“Despite these so-called boom times, we are devoting 
more time and study to increasing the effectiveness of 
our selling effort than ever before. The most important 
sales problem faced is that of maintaining adequate 
profit margins in the face of intensified competition.” 


As the president of a large paper products firm 
analyzes the problems of distribution in 1956: 


“American industry since the war has so successfully 
met the demand of the times for both guns and butter 
that even with the gross national product at an all-time 
peak, competition for the consumer’s dollar is becoming 
increasingly severe. With the ever-continuing pressure of 
higher costs on the one side, and resistance to price 
increases on the other, the necessity for expanded volume 
is self-evident. This squeeze on profit margins puts a tre- 


e Achievement of an efficient, aggressive sales force, 
adequate in numbers to do the sales job 


e Tougher competition, in some cases taking the form 
of price cutting 


e Maintaining sales and profit margins 


e Providing better customer service despite some 
product shortages 


e Increasing sales sufficiently to absorb production 
from new, added capacity 


e Successful introduction of new products 
e Improving the selling effectiveness of dealers 


e Obtaining a bigger share of the market, especially 
where total demand may be declining 


e Selecting more efficient channels of distribution 

e Obtaining greater familiarity and acceptance of 
products by consumers 

e Increased and more effective use of staff sales per- 
sonnel in sales research and planning 


WANTED: MORE SALESMEN 
Uppermost in the minds of more than one fifth of 


mendous premium on management ingenuity to increase 
efficiencies in all phases of the business, and it accounts 
for the attention now being paid to cost reduction pro- 
grams, the drive for increased sales, and the efforts being 
made to obtain higher prices wherever circumstances 
permit. 

“As far as our own business is concerned, we are 
endeavoring to meet this challenge by greater sales and 
management specialization, by more thorough sales 
training in the areas of selling techniques and product 
knowledge, by incentive pay, and by a reappraisal of 
our channels of distribution and sales policies based on 
careful analysis of the available facts. Beyond this we 
are taking immediate advantage of every opportunity to 
increase selling prices, to improve our products and 
packaging, and to develop new products and markets 
wherever volume and profit opportunities are attractive.” 


The widespread nature of today’s marketing prob- 


the companies surveyed is the problem of “obtaining, 
training and developing sufficient sales manpower to 
do the job” necessary to move current high produc- 
tion. Take the case of the power line equipment 
manufacturer whose general sales manager writes: 


“We are a growth company, within a growth industry, 
and there is a real shortage of sales personnel for both 
field sales and management positions. To overcome this 
we are emphasizing training and development programs. 
I recently did an evaluation for our entire sales organiza- 
tion, and from that evaluation have an idea as to the 
needs of our men to enable them to do their present 
job better and to develop them so that they can assume 
more responsibility in the future.” 


The president of an office furniture firm also empha- 
sizes the point that not only are more salesmen re- 
quired in today’s markets but that the over-all quality 
of salesmanship must be enhanced: 


lems is highlighted by the fact that only seven com- 
panies are able to report “we have no particular sales 
problem facing us for 1956.” The sales problems 
currently facing business managements are many and 
varied. Most frequently mentioned are the following: 


“Our field representatives must become more effective 
than ever before. They must be more than just repre- 
sentatives. They need to be men who have the stature 
and capabilities to think and act like sales managers, 
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employing the wide vision of mass markets and knowing 
how to plan to reach them.” 


The need for more efficient selling is described by 
the sales vice-president of a business machine firm: 


“Just as factory costs have risen, so have selling 
costs; and with the increased cost per call it behooves 
our individual salesmen to know more about each appli- 
cation, as well as the specific benefits of our individual 
products in relation to fulfilling customers’ requirements. 

“The need is for each salesman to streamline and 
speed up his selling activity. He must improve his 
effectiveness so that he can do in one call what formerly 
took several calls. The biggest thing that any salesman 
has to sell is his time. Everything that he uses—auto- 
mobiles, gasoline, the hotel bills, meals—has increased 
in cost, so that he has to improve the effectiveness of 
his methods and make proper use of every selling aid 
that will reduce the time required to sell a customer from 
the initial approach to the close of a sale.” 


In addition to being expected to sell more goods in 
the face of intensified competition, the sales forces of 
some companies have the added burden of launching 
new products on the market. In many such cases, 
more salesmen will have to be hired if markets are 
to be adequately covered. For example, a producer 
of household chemicals writes: 


“Our most important sales problem in 1956 is the 
successful completion of the introduction of new products 
begun in 1955 and the expansion of our sales force to 
adequately cover the new work. As is usual in our field, 
not all our customers have thoroughly accepted the new 
products and their introduction has had the effect of 
reducing our sales coverage. Therefore, our main prob- 
lem is to supplement our manpower.” 


Other producers who have increased their produc- 
tive capacity are likewise in the market for additional 
salesmen. Thus, as a result of plant expansion, a 
paper-box company, writes its president, “will be 
hiring new salesmen for the new territories to be ser- 
viced from the new plant, training new men for the 
road, and increasing sales.” 

Many companies plan to alleviate the shortage of 
qualified salesmen by stepped-up recruiting activities, 
as in the case of an industrial machinery firm: 


“We will visit more colleges and universities in an 
attempt to recruit sales prospects. An attractive and 
comprehensive recruiting brochure will be published. We 
will contact more of the better employment agencies; 
institutional advertising will be run. Our sales training 
program will be improved and expanded.” 


At least one company hopes “to increase sales man- 
power by a conservative increase in starting sales 
compensation.” 


WANTED: BETTER SALESMEN 


Company sales plans for 1956 not only call for in- 
creasing the size of the sales force but better train- 
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ing and supervision of salesmen. One foundry exec- 
utive defines his company’s objective as “training 
our sales organization to handle today’s demand more 
expeditiously while preparing to obtain and process 
a greater volume tomorrow.” 

Indicative of heightened interest displayed by 
management in sales training are these comments by 
the vice-president of a refrigeration equipment firm: 


“With a rapidly rising volume, we have added a sub- 
stantial proportion of younger inexperienced sales repre- 
sentatives to our force. We have never had a really 
good training program set up for new men, nor have the 
executives in the sales department had sufficient time 
available for it. With the present crop of new salesmen, 
the past deficiencies in our training program are high- 
lighted, and in the year 1956 a special effort is going to 
be made to improve training.” 


Some companies are for the first time making use 
of specialists in sales training. The president of one 
industrial machinery company explains this trend is 
due to the need for “higher quality sales personnel. 
We are endeavoring to achieve this by means of more 
thorough factory training. We have appointed an 
assistant sales manager whose job it will be to handle 
the training of new salesmen in a more thorough 
manner than ever before.” 

Several companies which have long-established sales 
training programs plan “greater activity this year 
than ever before.” Emphasis will be placed upon 
“company sales schools,” “national sales clinics and 
regional sales meetings.” At least one company is 
“establishing a long-range sales personnel training 
program in order to build a second and third team.” 

A number of firms are relying on closer supervision 
of the sales force by sales management to improve 
sales performance. The sales vice-president of a 
machinery concern is taking the following steps: 


“Home office sales personnel will be better trained to 
allow sales managers and their assistants to spend more 
time in the field. District offices will be better staffed 
so that district managers can spend more time in actually 
supervising the sales work in their territories.” 


A few participating companies are replacing the 
least productive men on their sales forces in an effort 
to improve over-all sales effectiveness. One machin- 
ery producer reports “retiring several older sales 
people,” while another executive indicates that his 
company is intensifying its “efforts to train our men 
in fundamentals and details of sales management, 
but expects that some will not make the grade. There- 
fore there will be a continued search for qualified 
replacements.” 


APPLYING THE NEEDLE 


Several companies feel that their salesmen are 
growing too complacent in this period of high business 
activity. For example, the vice-president at one 
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electrical motor firm feels that in order to maintain 
their effectiveness his salesmen will require “continued 
needling.” He continues, saying: 


“Tt has been difficult after several prosperous years 
to convince our sales department that success is a 
constant struggle with complacency.” 


The sales manager of an electrical controls pro- 
ducer corroborates this viewpoint by citing his com- 
pany’s experience: 


“In spite of the publicity that is being given to the 
hard-sell, the feeling still persists that they don’t mean 
us. Statistical proof that our market position is de- 
teriorating means little to a salesman who is faced with 
the long deliveries and somewhat inflexible price policy 
that accompany a plant under full operation. One of 
our most important sales problems, therefore, is to keep 
our salesmen hustling, particularly through the first 
half of 1956.” 


Stimulants To Be Applied 


Corrective action in companies such as these will 
take the form of sales stimulants and/or incentive 
compensation plans. 

Two such plans are briefly described as follows: 


“We have set up a uniform incentive and remuner- 
ation plan, based on a sliding salary scale corresponding 
to assigned quotas and a modest commission. The 
sales manager is on a sliding salary scale, based on the 
attainment of district quotas, plus a small commission 
on total sales, and plus a potentially appreciable bonus 
payable at the end of the year as a percentage of the 
net profits of the district.” (Industrial controls) 


pe, te 


“We have taken steps to overcome salesmen’s resist- 
ance to making extra efforts by revamping our sales in- 
centive plan, making a greater proportion of the sales- 
men’s potential earnings variable with their effort. As 
markets reach the saturation point we believe this to 
be a valid program.” (Electrical industrial equipment) 


A third cooperator reports that his company is 
“about to enter into a contract for direct-mail stimu- 
lants to be sent directly to the salesmen’s homes.” 


. . . AND SOOTHING THE CUSTOMER 


One out of every ten companies in this month’s 
survey is faced with the problem of having the cur- 
rent demand for its products exceed productive 
capacity. 

As the sales vice-president of a steel company 
puts it: 


“We are expanding our capacity, but unfortunately 
not as quickly as our customer’s demand has risen. As a 
result, our most important sales problem is that of good 
customer relations. This is of concern to us since the 
distribution of steel is based on long-term relationships.” 


Aside from adding to capacity, one producer of 
gears has tried to overcome the problem of delivery 
delays by customer education. He writes: “We try 
to sell the customer on looking further into the future 
and anticipating his needs so as to better fit into our 
delivery schedules.” 

Another steel company is particularly trying to 
encourage its customers “to avoid unnecessary inven- 
tory accumulation since this overstrains capacity at 
the present time and serves only to breed difficult 
future problems” for both its customers and itself. 

And a number of producers are facing this situ- 
ation by “allocation based on a historical pattern” of 
purchases. 


WHEN HARD SELLING WILL BE NEEDED 


Several of these companies are worried about the 
after-effects of product shortages on salesmen’s initi- 
ative. According to one plastics manufacturer: 


“We will have to try to keep our sales people in the 
proper frame of mind so that they will be equipped 
when selling becomes competitive again. Intensive 
training and conferences with salesmen will help to avoid 
any letdown in selling aggressiveness.” 


Not all companies are convinced that current heavy 
demand will last too long. One steel executive empha- 
sizes that “this volatile market makes it necessary 
for our salesmen to make frequent contacts so as to 
be abreast of the market at all times. We must, 
therefore, constantly keep the sales force on the alert 
for hard selling, which is most difficult in a seller’s 
market.” 


In some cases where capacity is being expanded, 
management is already preparing for more intensive 
marketing efforts. 

One construction materials firm finds itself in this 
somewhat typical situation: 


“We have been unable to meet the demand for our 
production. Soon we will increase our capacity about 
25%. The need will therefore arise to dispose of the 
products from this added capacity. We would not be 
concerned if it were not that the entire industry has 
similarly engaged in considerable expansion. We are 
inclined to think that the production of our product by 
the entire industry will be about 60% greater than in 
1954. Our problem, very simply therefore, is to dis- 
pose of our increased production in the face of greatly 
increasing supplies of competitive products. 


“Tnitially, we feel that the backlog of business will 
carry over and enable us to sell all our production 
throughout 1956. However, a considerable part of our 
business is booked for future shipments, and our sales 
department is already attempting to secure specifications 
for our product in building structures scheduled some 
months in advance. During the past three years, we 
have been establishing new warehouse locations, with an 
additional one to be opened later this year. Also, we 
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have increased our sales force by 15% and have placed 
the new men in strategic positions.” 


THE DANGER: OVERCAPACITY 


As new capacity comes into production, material 
shortages in some industries are rapidly giving way 
to problems of oversupply. The need exists “to 
generate sufficient sales volume to maintain full pro- 
duction for expanded manufacturing facilities.” A 
case in point is the chemical industry where, accord- 
ing to one executive, “though markets are expanding 
rapidly for chemical products such as we produce, 
the productive capacities have been expanded at a 
more rapid rate. In practically all categories of the 
chemical industry, appreciable excess capacity hangs 
over our heads. Such a situation inevitably leads to 
frustrations, and often to bad practices and destruc- 
tive competition.” 

Most producers facing similar market conditions in 
their industries are attacking the problem from sev- 
eral different directions. Typical is the following 
three-point program laid out by the vice-president 
of a paper company: 


“Our company in 1956 is to sell an increase in produc- 
tion of approximately 10% over 1955. Our program calls 
for an additional 10% in productive facilities by the 
end of 1956. Thus, our capacity in 1957 will be approxi- 
mately 20% greater than in 1955. 

“Obviously, to sell the increased production will re- 
quire an intensified sales effort. We plan to train addi- 
tional salesmen. We plan to increase our investigations 
into existing and potential markets for our products, 
both by our own organization and by utilizing outside 
agencies. And we plan to add new grades to our line, as 
a result of these investigations.” 


The president of a rubber products firm indicates 
his company’s approach will be “to utilize increased 
productive capacity” involving “the appointment of 
a greater number of distributors, a 20% increase in 
advertising, and the introduction of new products, 
all with the hope of increasing business from present 
customers and attracting new ones.” 

In resolving to make new capacity profitable, many 
marketing executives are engaging in cost-conscious 
forward planning. This is exemplified by the efforts 
of one steel producer to keep sales costs at a minimum 
despite an addition to his company’s capacity: 


“During 1956 and 1957 we will increase our capacity 
approximately 11%. We face the problem of developing 
methods and procedures that will allow us to handle 
this increased business without having to increase our 
internal sales force by a like percentage. In regard to 
this, we are taking the following steps. (1) We have 
recently developed and are in the process of establishing 
a new order-entry system that is uniform for all prod- 
ucts. (2) In our production, scheduling and follow-up 
procedures we are using equipment which will enable 
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us to handle a greater volume with fewer people and, 
we hope, with fewer mistakes. (8) A uniform district 
office procedure is being installed which includes a 
standardization of jobs and workload. (4) We are pres- 
ently experimenting in one of our districts with an auto- 
matic typewriter installation, the purpose of which is to 
lessen the work required in processing the large volume 
of orders received from customers on which there is a 
duplication of information.” 


GREENER GRASS? 


One out of every twelve reporting companies makes 
mention of encountering in 1956 “some of the most 
aggressive sales competition” it has “ever faced.” 
Most often blamed is the current trend towards di- 
versification in industry. Writes the vice-president 
of a producer of specialized industrial machinery: 


“We have noted in the last year and a half a number 
of companies entering into our field that heretofore 
were engaged entirely in other activities. Most of these 
companies are well-established concerns and apparently 
this is part of their diversification program.” 


This problem is also faced in other industries as 
the following two quotations illustrate: 


“The most important sales problem facing our com- 
pany in 1956 is that of competing in a market over- 
supplied in relation to current demand. This over- 
supply has come about as a result of entry into certain 
phases of the petrochemical business of a large number 
of companies not heretofore operating in the field. While 
ultimate demand should balance off this expanded pro- 
duction, the near-term future should see a continuation 
of this imbalance.” (Chemicals-organic) 


* * * 


“A highly competitive situation has developed from 
the entrance into the industry of many new and inexperi- 
enced concerns, many of them operating in low wage 
areas and having few or no profit or quality standards. 
In the face of this, our concern is to maintain our share 
of the potential market at a profit.” (Furniture and 


fixtures) 


Several of these companies report laying greater 
stress on product research in an effort to meet the 
new competition: 


“We are stepping up our contacts with our accounts 
and are also increasing our research program quite sub- 
stantially. We believe that we have some basic know- 
how some of these new firms do not have, and that 
it will take some time for them to catch up with us. We 
believe that if we can keep ahead of the pack with new 
and improved items, we shall retain our share of the 
business.” (Industrial machinery—specialized) 


In another company, in addition to “introducing a 
new line of products,” the sales effort will be intensi- 
fied by “increasing coverage of sales territories, cut- 
ting down on the size of individual territories, and 
hiring more salesmen.” 
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The value of sales promotion activities such as 
participation in trade shows and exhibits is attested 
to by a producer of electronic apparatus, who writes: 


“The customer has been educated to expect personal 
selling. We formerly relied very largely on a catalog, 
advertising in technical publications, and various types 
of direct-mail material. We are now participating in 
a larger number of technical shows, meetings, and ex- 
hibits. This year we are using, to a greater extent than 
ever before, traveling exhibits to be set up on or near 
the premises of important customers.” 


One chemical company plans to “include sales pro- 
motion work at one distribution step beyond the 
direct consumer level.” According to its executive 
vice-president, the company will also counter with a 
diversification program, going “from a narrow product 
line to a broader classification, spreading marketing 
over a year-round period and allowing more flexibility 
in production and storage to balance off peaks and 
valleys in the sales pattern.” 

Some soft-goods companies remark on the rugged 
competition they have encountered from producers 
of consumer durable goods. The president of a candy 
manufacturing firm sets forth the problem and his 
company’s proposed solution in these words: 


“Ours is a consumer goods industry, and might be con- 
sidered for practical purposes a fringe luxury. In the 
past few years, we have had reason to believe that many 
of our customers have been having much of their ex- 
pendable income drained through purchasing long-term 
hard goods such as automobiles, television and home 
appliances. There is some indication that saturation has 
been reached to a certain extent and that we may expect 
our consumers to have a greater amount of expendable 
currency which could be used to purchase our products. 

“We have concluded that the time is ripe for a change 
in the product in order to justify advertising, pointing 
to greater quality and quantity and, in this way, trap 
some of the money that will be available to us.” 


WHEN MARKETS SHRINK 


About 5% of all cooperating companies report ex- 
periencing sales difficulties from lessened demand for 
their products. Some assign the blame to such factors 
as “the drop in farm income, which means we will 
have to get a larger share of a smaller market in 
order to maintain the tonnage shipped in past years.” 
Producers supplying the building trades also point to 
“the anticipated decline in the number of residential 
units to be built in 1956.” 

Among the steps being taken to stimulate demand 
in declining markets are “increased sales promotion 
and advertising,” “expanding sales horizons to other 
markets,” and “developing new markets.” 

A few companies in the lumber products and 
leather industries report “inroads being made by 
producers of substitute materials.” The president of a 
hardwood lumber company plans to combat this un- 


favorable trend by “enlarging the sales force and 
engaging in much more intensive specialty selling and 
additional advertising.” Another producer, in “seek- 
ing all additional markets that can be served with 
the products” it manufactures, plans to devote 
“further efforts to marketing research.” 


NEW PRODUCTS AHEAD 


Keener competition is currently spurring the search, 
development and marketing of new products in many 
companies. One out of every twelve companies par- 
ticipating in this survey is devoting a major part of 
its 1956 marketing effort to “developing new products 
or product adaptations that will best fit customer 
needs.” The dynamic nature of today’s markets is 
illustrated by a paper company official: 


“Technological development in those packaging mate- 
rials with which we are concerned seems to have been 
so rapid in recent years that the greater opportunities 
for us do not involve increasing our share in markets 
where growth simply parallels national growth; our major 
opportunities lie in displacing products now used with 
new products, developed in our own technical research 
department, that are either less expensive or do a better 
job than materials now used. 

“We have a major problem in keeping our sales effort 
flexible enough (1) to exploit the new markets that our 
new products permit us to serve, and (2) to stave off 
the encroachment of new-product competition on our 
older, established product line. 

“We don’t propose to fight too much of a holding 
action for our old product lines. Yes, we'll certainly not 
turn down repeat business from customers we now enjoy, 
but our orientation is more towards building fires our- 
selves rather than putting out fires. In effect, our 
principal new effort—our promotion, our additional sales- 
men—will be concerned with our new items.” 


The vice-president of a metal stamping company 
expects to explore the possibilities for vertical inte- 
gration “from a new-products development stand- 
point. We plan to analyze the possibility of pro- 
ducing products now purchased outside and also to 
investigate the possibility of producing products now 
using our present items. This analysis will be corre- 
lated from the standpoint of utilization of our present 
equipment. However, the acquisition of new plants 
will be considered for products that may not be re- 
lated in any manner with our present production.” 

In order to develop profitable sales volume for new 
products already on the market, “heavy advertising 
and generous promotional budgets” are being allocated 
by a number of companies. The vice-president of a 
food firm that plans “a widespread expansion” of one 
of its “newer products” indicates that one step in this 
direction has been a rearrangement of its “field organ- 
ization so as to split it by product to effect a “more 
intense sales effort per product at the retail 
level.” 
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An executive of a lumber products firm points out 
the importance of adjusting its thinking efforts to 
the sales of new products developed through research. 
To this end, it has “started and will continue to edu- 
cate [its] present sales force on the usefulness and 
sale-ability of these new products.” 

The problem of gaining product familiarity and 
acceptance is not confined to new products, as several 
cooperators point out. According to one sales manager 
it boils down to this: “How to get our dealers and 
salesmen to more effectively present the manifold 
advantages of our product so that a larger percentage 
of their customers will be persuaded to purchase our 
products rather than those of our competitors.” 


PRESSURE ON PRICES 


One of the most potent threats to satisfactory profit 
margins in 1956 is the current price situation. About 
15% of all companies participating in this survey 
make specific mention of the problem of “maintaining 
satisfactory selling price levels.” The president of an 
iron foundry is particularly concerned with the preva- 
lence of “unsound competitive prices where numerous 
companies that have been operating at a high level 
are endeavoring to maintain their high production 
output or volume by ridiculous selling prices.” 

At the very time consumers are pressing for price 
concessions, a sizable number of companies are faced 
with the necessity of “raising prices sufficiently to 
offset increased labor and raw material costs.” This 
is the problem of one paper executive, who agrees 
that “most companies are living on volume and must 
increase that volume if they are to hold up their 
profits. The result is a competitive situation which 
constantly reduces the percentage of profit to a 
dangerous level.” 

The dilemma in which many companies find them- 
selves is illustrated by the remarks of one producer 
of welding equipment, who writes: “Naturally, we 
want to price our products so that we will make a fair 
profit, but at the same time we must be competitive 
and not price ourselves out of the market.” 

In these circumstances, manufacturers are ex- 
tremely cost conscious. A typical comment on this 
point is made by one industrial machinery company: 


“Sales expenses, as well as all other expenses, will 
be very carefully watched and every effort made to hold 
the price line and increase our profits. Unprofitable items 
will be carefully studied and dropped if it is impossible 
to improve the profit picture. Sales effort now expended 
on such items will be diverted to profitable lines. Both 
labor and material costs will probably increase in 1956, 
and in cases where they cannot be offset by other savings, 
we will not hesitate to increase prices. . . .” 


Several companies feel that a policy of selective 
selling offers the best way out of their pricing predica- 
ment. For example, a producer of specialized indus- 
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trial machinery plans to “concentrate sales efforts on 
the better prospects.” 

The thinking of another machinery outfit is con- 
tained in the following excerpt: 


“The volume of new sales in 1955 was satisfactory, 
but our selling prices were too low. We are planning to 
raise our average profit margin by doing a better job of 
selecting the individual items on which to apply our 
sales effort in order to be sure we sell those items which, 
from an over-all viewpoint, are most profitable. This 
involves the selection of items for which we have manu- 
facturing equipment that puts us in a preferred position, 
and on which we believe the maximum volume can be 
obtained with the minimum expense.” 


Still other producers hope to overcome consumers’ 
resistance by “stressing better quality and service 
rather than price.” The sales program outlined by 
one foundry operator “stresses more technical and 
engineering service” as part of its sales program and 
“elimination of spasmodic sales contacts in rendering 
engineering service.” 

One producer of specialty products has met price 
competition by introducing a second-line product: 


“Our industry is one which has been depressed for a 
long period of time. All prices have been dropping, the 
quality has been deteriorating for most companies and, 
on the other hand, raw material and labor costs have 
increased. We have continued to maintain a quality 
product and consequently, up until the past couple of 
years, lost position because we could not meet the low- 
price competition. We have started to get back a good 
portion of this market by introducing a low-price prod- 
uct under a name different from that used for our qual- 
ity product. We plan to meet low-price competition by 
increasing the volume of this second line in those fields 
where cheaper products predominate.” 


But, for most companies, the problem remains one 
of “training salesmen how to sell a quality product 
and hold to an established price level in the face of 
some of the most aggressive sales competition ever 
faced.” 

PROFITS ON THE DEFENSIVE 


Judging by the comments of some manufacturers, 
both sales and profits will be harder to come by in 
1956 than last year. In part, this reflects the excellent 
levels of business enjoyed by many companies in 
1955—records which may be tough to equal or exceed. 
And in part it is an indication of leveling off of de- 
mand and a narrower profit margin. The vice-presi- 
dent and director of merchandising at one paper mill 
makes this point when he lists his company’s sales 
goals for 1956: 

e “Increasing our 1956 volume of sales 5% over 1955, 
which was a record year— 
e “Accomplishing this without the benefit of a similar 

increase in over-all consumption during 1956— 

e “And without downgrading sales.” 
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“Sales and Advertising Expenses for 1955 and 1956—continued 
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PETES si's.a ayers oleistals shaje.scieus © 2.63 2.63 se. Q7 
reed area Gee bia ft. AE 3.00 3.00 Lei 1.11 
COOMA cates hui.n eiridithys. « Ga slays 5.20} 5.20] 1.50} 1.60 
MINI e oe, fore’ vo civ ss) 01s 6 ses 5.00 6.00 | 15.00 | 17.50 
ei tetr chord oc tees steered 7.70 6.70 | 11.20 | 17.50 
Preece iis: le sists. as wale as estes 6.20 | 6.00] 8.50] 8.50 
MP es a. cles: y b/eusecraiesniewe 2.80 3.00 | 11.60 | 11.10 
ERP a felons Sra iota: evedsxeralloregous. 1.42 1.42 1.35 1.35 
| Sy, ee 5.40 5.40 1.50 2.00 
STRIPE eI vais /eos syelee os Slew s nr. nr. 4.50 | 5.50 

Furniture and fixtures 

ale ais seieiel clave le ote 5.07 5.02 VSL 1.44 
Vio 2, oe eee eee 7.50 7.30 2.80 2.10 
Cie: <i tpstaee ae ee 9.00 8.50 8.90 4.00 
RPM ATA scan wlocieuiils cs cae 4.35 5.04 455) -42 
Ea tte fea ox) sid ats o.'etaafumials 10.00 } 12.50 4.26 3.45 
iD. ao eee 5.62 4.00 94 1.00 

Leather and products 

Succ oy dane DOSS 4.00 4.00 .50 50 
RRS Sefer Se. « bie... ioya's axes 8.50 7.50 1.00 1.00 
(Sac ote eee wee nr 6.00 nr 16 


Sales Expense (Ex- Advertising 


cluding Advertising) Expenditures 
as % of Sales 


Cainpuntes as % of Sales 


1955 1956 1955 1956 
Actual | Estimate] Actual | Estimate 


Pi waraeisie sieie bts o's colsistarsici ates ocd 5.70 | more .70 | more 
Bieierad ies svat bidaystdrea ss ec 3.90 3.95 1.97 2.05 
Cie ceereaatae orale tars: Wacarstties. of 2.39 2.64 .66 .66 
1D aR rc TES, aiid 7.20 7.40 6.70 6.70 
DR es OP OIA ate one 10.60 | 11.00 2.20 3.00 
RSS ie Cian reer e & Dae ce eee 1.40 1.40 2.80 2.80 
Gorcaratetatta ns metsieraie sceioes a Sans 2.01 2.20 27 .80 
EE. etree athe iG Seve he 3.20 | more hg * 
B rststeherdsmial siciegstel ayeied sheccaaista phe ae 1.66 nV if 57 62 
Paper and allied products 
pb: ve Wehr ir Hetty Cum et 1.50 1.50 . be 
Bi sBiowte iverson s tke ee ees 18.60 | 17.40 1.20 1.20 
Cds satan ois Aisin. sentra reas 3.30 4.00 he 
Dye teetes d tehi tale bane asta oiateh 8.50 8.50 3.00 3.00 
Weeeaye ois Caterers stance rent etetae alts 1.92 1.82 1.89 2.08 
Ba. IGS Perea ce ee aac oe Sain 5.31 5.12 1.65 1.68 
Gosek aiecws 8.00 | less 60 60 
EA vena eanie che peigacs strani aes 1.338 1.33 52 52 
Lihat EDT ate cavole Meet e oe as 90 1.10 26 38 
Petroleum refining 
ee araeee Loa Ia) oTafarer es oueekasevexeun 6 ofan 12.20 | 11.70 1.30 1.20 
Doi mets Ae See ES « ate a 1.79 2.00 80 45 
Cee Ra rekiasn: a eeke « Sosetnhs 18.50 | 18.50 1.10 .90 
Dy ponictns Heishas mere owe ccaere tas 9.60 9.60 1.30 1.40 
Febcie standin etelacecels: Waterers win sva lets 11.00 | 11.00 |} 1.00] more 
Pave atezcks se heust atchetetsieRs sacl seven? 18.40 | 18.40 90 .90 
Rubber products 
SIO OOO OOo ORECAST 3.90 3.50 1.00 1.25 
CASEIN SIRS, Sa zal Mohan 10.00 | 10.00 2.00 2.00 
Coe tlie deka d hdc. o oct 4.00 4.20 37 40 
MET Teiarslserei eraieioie ssisare s Ssielseus 9.00 8.80 1.30 1.50 


Bee ae ne. a mt. |b. Behe ees 
ecles 2 aie ae i ee 10.24] 9.84] 66 65 
Dp ENEMAS. hs use bietesd, 4.00| 4.00| * * 


n.r. Not reported 


The senior vice-president of a steel company puts 
the situation in these words: “We must expand our 
business to maintain and even raise our percentage 
of profit despite rising costs of selling and manufac- 
turing.” 

In another typical comment, a producer of chemi- 
cals is disturbed by the “unsatisfactory profitability 
of certain products in relation to the volume sold.” 
Companies such as these are carefully scrutinizing 
their profit performances. 

An office machinery firm, for example, reports: 


“We are counting on the use of distribution profit- 
and-loss statements as tools of control to measure the 
relative profitability of channels, commodities, and sales 
management personnel.” 


Others are relying more heavily on market analysis 
in planning their sales approach. A good example is 
that of a producer of bronze alloys who comments as 
follows: 


“Increased marketing research activities on our part 
have resulted not only in better insight into our over- 
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*Reported of insignificant size 


all sales activities but have provided sound facts upon 
which to plan a course of action. 


“We are most concerned with profitability. We manu- 
facture many products in many forms, with some of the 
products more profitable than others. During this year 
we very likely will find it to our advantage to eliminate 
entirely our activities in the lower profit field and to 
concentrate on those items that return the best margin. 
This course naturally includes strong efforts to increase 
the acceptance of our profitable items in markets that 
offer the greatest degree of stability. Our better under- 
standing of the character of our markets will help us 
accomplish our aims by proper emphasis and direction 
of our field sales activities.” 


Market planning is likewise slated to play an im- 
portant role in helping one construction materials 
company to maintain profitability: 


“We are pin-pointing our customers and markets, and 
have sharpened our sales approach with more strategic 
marketing planning. This involves broad as well as 
specialized training of our salesmen. It provides the 
sales force with a blueprint for planned selling that 
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is backed up by greatly increased advertising and mer- 
chandising. We have improved our measures of per- 
formance so that we can use alternate plans prepared 
to achieve our goals with a minimum loss of tempo.” 


But some companies are primarily concerned with 
increasing their sales volume. One such firm in the 
hardware business lists a four-point program designed 
“to obtain a larger share of the industry’s business: 


“J. Add to our sales force and reduce the territories 
covered by individual salesmen; 

“Q. Inaugurate extensive sales campaigns with dis- 
tributors and contract accounts, backed up by a more 
aggressive advertising program arranged to cost less per 
sales dollar. 

“3. Introduce several new products that will make us 
more competitive in certain areas. 

“4, Render best possible service and deliveries based 
on a new method of scheduling orders, which will be a 
dominant factor in securing a greater share of the 
business.” 


One apparel manufacturer’s plans for expanding his 
“total market” is based in part on stimulating sales 
in export markets by “direct solicitation by our 
salesmen in the Canadian market and solicitation in 
foreign markets through our export agency.” 


THE AVENUE OF DISTRIBUTION 


A number of companies report they are reapprais- 
ing the effectiveness of their selling methods and 
channels of distribution. Some are coming to the 
conclusion that today’s markets require intensified 
sales contacts at the local level. In some instances, 
a complete revamping of distribution channels has 
taken place or is in the offing. The thoughts expressed 
by the vice-president of a textile mill highlight some 
of the problems involved: 


“Ours is the most basic of all sales problems: a 
redefinition of our sales objectives and revaluation of 
our sales coverage. Our product has been historically 
distributed through wholesale outlets. During the past 
two years, we made a partial transition in some terri- 
tories from wholesale to direct sales. In 1956, we must 
analyze this transition and decide which avenue of 
distribution is going to serve our long-range objectives 
best. Our sales coverage must follow from this decision. 

“Are our sales territories properly established? What 
is our need for more definite coverage within existing 
territories or in new territories? These decisions will 
shape our ideas on what we expect our salesmen to 
accomplish.” 


Several producers are for the first time establishing 
regional sales offices in an effort to bolster their mar- 
ket position. For example, one producer of electrical 
measuring apparatus writes: 


“Our normal domestic channel of distribution is direct 
to the user. Our field is growing very rapidly, and there 
are some important competitors selling domestically 


through manufacturers’ representatives located near the 
customer. We feel it is wise to sell direct and have been 
establishing branch offices in various parts of the country 
in order to strengthen our personal contacts with 
customers.” 


Another in the industrial controls industry also 
reports changing over to direct sales offices: 


“We are establishing new direct sales offices to sup- 
plant sales representatives. We have reached a point 
in development at which we feel our rate of growth in 
certain key areas is being hampered by the lack of direct 
sales offices. We are therefore converting as rapidly as 
economically feasible. This entire program must be co- 
ordinated in such a way as to not interfere, but rather 
to further, an increased sales objective of about 27%.” 


One machinery company reports that in selling 
through manufacturers’ agents, it “cannot control the 
activities” of its “representatives as closely as one 
might wish.” One of its tentative projects, therefore, 
is the establishment of a district office of its own “in 
some strategic city” to see if it can improve its “sales 
in that general area.” 


DEALING WITH DEALERS 


Improving the selling job done by distributors and 
dealers is mentioned as being currently most impor- 
tant by about one twelfth of all cooperating com- 
panies. For, as one executive points out, in his in- 
dustry it is “the dealer salesmen who actually carry 
our message to the customer and makes the actual 
contact.” 

The establishment of a network of strong, strategi- 
cally located distributors and dealers is the primary 
concern expressed by several cooperators. The presi- 
dent of a radio and television manufacturing com- 
pany describes the problem as it relates to his opera- 
tions, saying: 


“We need to establish a proper distributor and dealer 
structure so that profits may be attained by our sales 
outlets and the company. As ours is a consumer prod- 
uct business, margins for distributors and dealers are 
inadequate unless volume is achieved. 

“Coincident with this problem is getting properly 
located dealers who have an interest in selling our 
product and who are so located that customers can find 
retail outlets where they would normally shop.” 


Providing adequate financing for distributors is a 
problem encountered by a producer of products for 
the farm market: 


“The problem is to find distributors with sufficient 
capital to handle our products. This is due to the fact 
that the agricultural economy has not been too healthy 
in recent years and for this reason our distributors have 
extended about all the credit that they are able to extend. 

“We are taking several steps to overcome this diffi- 
culty. We are working with these people and with banks 
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so that they can borrow money through regular channels. 
We are extending them more credit and, in certain cases, 
are selling to the consumer and giving the distributor 
credit for the sale.” 


Some companies express dissatisfaction with the 
promotional and selling job their dealers are doing. 
According to the president of one such company in 
the electrical equipment field: 


“Our most important sales problem is to educate and 
influence our distributors to take on more of the actual 
selling and warehousing of our line. We market our prod- 
ucts entirely through electrical wholesalers. Over the 
years, they have been carrying smaller stocks and have 
been depending upon us to bring their stocks up 
monthly. This has resulted in far too large an, inventory 
on our part. At the same time, they have done less and 
less selling. Our own salesmen do far too much of the 
selling that should be the responsibility of the dis- 
tributor, and our selling expense is too high: These 
trends show up in our figures as gradually dwindling 
net profits and slower turnover. We are planning to 
force the change gradually by very much more selective 
distribution.” 


In stimulating dealers to improve the quality of 
their selling, these manufacturers face the handicap 
of not having “first-hand control of salesmen who are 
hired by and work for an independent dealer and who 
cannot be replaced when they do not do the right 
job.” 

One office furniture firm hopes to “increase the 
effectiveness of dealer salesmen by a stepped-up pro- 
gram of factory sales schools. Whereas in the past 
these schools were able to include only a few of these 
men at a time, now we expect in 1956 to increase the 
number in attendance and perhaps double the number 
of schools.” Also in this connection, one hardware 
producer has instituted a dealer training program in 
which “our field men conduct clinic meetings with 
dealers informing them about our products, their 
applications, and the best ways of promoting and 
selling them to the consumer.” 


CENTRALIZE, COORDINATE, CONTROL 


There is a discernible trend among the companies 
surveyed towards the increased use of staff sales 
personnel. In some instances, marketing research de- 
partments have been recently established, and one 
or two companies are setting up “a department of 
marketing in a staff capacity.” In a few companies, 
specific functions have been turned over to staff 
specialists in the expectation that they will be better 
performed and will give the line sales organization 
more time for direct selling. A textile manufacturer 
who has followed this line of action writes: 


“We must more actively develop new products for 
our facilities to replace those lost. The line sales depart- 
ment cannot concentrate enough time in this direction, 
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so we have established a staff group to centralize on de- 
velopment, follow-through with mills and customers, and 
all other details in connection with new products to 
the point at which they are ready for turning over to 
the regular sales organization as established new lines.” 


Some companies expect to uncover new markets for 
their products via marketing research, while others 
feel the need for more and better information regard- 
ing their markets, and for analysis and control of their 
sales effort. The marketing vice-president of a gen- 
eral industrial machinery company describes how this 
approach is being applied in his firm: 


“I believe our most important sales problem is to 
determine our maximum sales in 1956, by product lines, 
taking into consideration plant capacity and personnel 
limitations as well as the efforts of our competitors. 
Our second task is to establish a minimum yet adequate 
budget, properly proportioned among the several phases 
of marketing, that will enable us to achieve these 
maximum sales. 


“To resolve these problems, we have had our market 
research department work closely with our marketing 
managers and product managers to determine a real- 
istic top sales quota. Subsequently, our budget control 
group has worked closely with our marketing managers 
and advertising manager to determine the proper budgets 
by broad product lines. Monthly detailed comparisons 
between actual sales expense and established budget 
are expected to enable us to keep a close check on 
expenses. Similarly, weekly reports on sales bookings will 


enable us to keep track of our progress toward our sales 
goal.” 


Another example of research involving the analysis 
of sales costs is reported by a producer of industrial 
machinery: 


“With the conflicting reports of economists and busi- 
ness leaders as to the level of activity expected, the 
problem of where to incur sales expense becomes very 
important. Once the investment is decided. upon, de- 
veloping methods for obtaining the full potential from a 
sales territory requires a great amount of analysis. 

“There are, of course, related problems. In an effort 
to obtain a greater measure of control of sales activity, 
we have selected a district office to run a territory 
pilot study on sales calls compared to volume of busi- 
ness. From this study we plan to be able to determine 
proper allocation of sales man-hours, and the cost of 
man-hours compared to dollar volume of business by 
customer.” 


A third company, producing metal stampings, is 
engaged in an analysis of its present and potential 
customers from the following viewpoints: “statistical 
analysis of present customer coverage from the stand- 
point of potential increases; statistical analysis of new 
potential customers with the idea in mind of contact- 
ing and cultivating new business; and further analysis 
of present customers from the standpoint of profit- 
ability.” 
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A further example of current probing of sales effort 
is the research being conducted at one builders’ wood- 
work producing company, which is in the process of 
analyzing its “entire distribution setup and develop- 
ing standards in order to properly evaluate the effec- 
tiveness of salesmen’s efforts.” Through this proced- 
ure, it proposes “to bring about maximum results by 
shifting efforts to those market areas or districts when 
they are most needed.” 

Advertising and sales promotion activities are under 
scrutiny at one industrial machinery firm, whose vice- 
president in charge of sales writes: 


“Money spent for advertising and sales promotion is 
sometimes very hard to justify. Our advertising mana- 
ger will work on this problem during 1956. We don’t 
expect to get all the answers but, in view of the money 
involved, we would like more answers than we have now.” 


COMPETITION FROM ABROAD 


Several companies report that low-priced imports 
are seriously threatening their markets. According to 
the vice-president of a woolen goods firm, “the prob- 
lem appears to be not the competition of domestic 
mills but that of foreign mills. They have become 
an increasing danger, primarily because of their drasti- 
cally lower wage setups.” 

Furthermore, the president of a metalworking 
machinery company finds that the quality of foreign- 
made equipment is improving. He states that “for- 
eign competition is getting to be a real factor. Firms 
abroad have caught on to the idea of automation 
and in their zeal to meet American ideas have gone 
a long way, sometimes outstripping daring designs 
of our own.” 

Except for the imposition of higher tariffs, these 
companies are in general agreement that “basically 
the best way to combat the problem of imports is by 
building exceptional value into the product, giving 
exceptional service, and developing new products.” 
But at least one company comments on trade restric- 
tions abroad. The president of this producer of com- 
munication equipment comments: 


“Tn the export field, our major problem is to overcome 
the many restrictions imposed by foreign governments 
in the form of import and exchange controls. Expansion 
of our program of licensing foreign manufacture appears 
the most certain solution.” 


SALES AND ADVERTISING EXPENSES 


Sales expense ratios (excluding advertising) in 1956 
are likely to average about the same as in 1955, 
according to the budgets of cooperating companies. 
Thirty-one per cent expect sales expenses exclusive of 
advertising to take a bigger slice of the sales dollar. 
Thirty-two per cent expect to spend less per dollar 
of sales, while 37% foresee no significant change be- 
tween 1955 and 1956 expense ratios. 


Advertising expenditures, however, loom more im- 
portant in sales budgets than they did last year. 
Twice as many companies (44%) plan to increase 
their advertising expenditures as a per cent of sales 
as expect to lower this ratio. The remaining thirty- 
four per cent plan no change in their ratio of adver- 
tising expenditures to sales. (See table, page 8.) 

Some of the tasks assigned to advertising in 1956 
include: “strengthen weak territories” (apparel) ; 
“maintain distribution” (food); “help dealers at the 
retail level” (radio and television sets); “obtain a 
preferred position with potential consumers” (petro- 
leum) ; “strengthen consumer acceptance of product” 
(construction materials); “increase sales volume” 
(food); “maintain sales growth” (instruments and 
controls); “increase unit sales in the face of higher 
selling prices” (office machinery) ; “increase profitable 
penetration of the market” (petroleum); “develop 
market outlets for new products” (organic chemicals) ; 
“overcome competition from substitute materials” 
(lumber) . 


THE NEED 


The growing awareness by producer goods com- 
panies of the significance of improved marketing 
techniques is highlighted by the prediction of one 
chemicals executive who concludes: 


“In 1956 and the years to follow, those industrial 
companies which are to make the greatest progress must 
devote increasing emphasis to marketing principles and 
procedures that are geared to the exacting needs of 
present and future selling. Many of the same funda- 
mentals of marketing and merchandising that are used 
in consumer fields must be drawn upon increasingly by 
the industrial concerns intending to forge ahead.” 


The Current Goal 


In the meantime, in the words of a machinery pro- 
ducer, the “emphasis in 1956 will be more than ever 
on trying to give customers what they want when 
they want it.” 

Sotomon Ets 
G. Cuarxk THompson 
Division of Business Practices 


Administering a Conversion to Electronic Accounting— 
This case study of a conversion to electronic accounting 
in a large insurance office is concerned with the adminis- 
trative rather than the technical aspects of the problem. 
The study covers the changes that took place in the 
company because of the conversion, including organiza- 
tion, physical layout, duties of employees, and systems 
and procedures. The human element is examined in 
some detail and the importance of day-to-day adminis- 
trative skill emphasized. By Harold F. Craig, Harvard 
Business School, Division of Research, Boston, Massa- 
chusetts, xiv+224 pp., 1955. $2.50. 


BUSINESS RECORD 


HE FOLLOWING tabulation is a continuation 
of the listing of mergers and transfers of exist- 
ing facilities carried in The Business Record for 
December, 1955, February, 1956, and March, 1956. 
It covers those mergers and property transfers re- 


MERGERS AND PROPERTY TRANSFERS 


ported in January and February of 1956. Some that December issue of The Business Record. 


took place earlier are also listed, since they were an- 
nounced too late for inclusion previously. The list- 
ing is confined to companies in manufacturing, min- 
ing and trade. For further explanations of the type 
of transactions included, refer to page 476 of the 
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11 


12 


13 


14 


Size! 


(Millions 
of Dollars) 


Purchaser/Seller Property Acquired Description 
ba Witrley Stores “EMG, oss seaeem pl Bee wcihlesaetrsiate te meee oe eee Company and subsidiaries operate retail 
food markets 
Foodtown Stores.................. Operates 14 stores................. 
AdtiedsGhemical’ Ge DyerCorp's: secs s | | auauke aaiseg ts eee does tes Sovomar Mfrs. roofing, road materials and coal 
(Barrett division) tar chemicals 
Newark Plaster Co................. Mfrs. gypsum wallboard lath, sheathing 
and plaster 
American pitrite’ Rubber Go. Siscss | dace bccionule tee adeecteredecte.s pn eg and plastic products (heels, 
soles 
Majority of stock of Boston Woven Hose|Mfrs. rubber goods, plastic products, 
and Rubber Co. hose fittings 
American Machine & Foundry Co... | 6... eee cece eee cece eees Mfrs. special machinery (including pin- 
spotters, bowling supplies) 
Entire capital stock of United Block Co.|Produces rough maple wood bowling pin 
Inc. (will become a sub.) blocks and shoe last blocks 
PErICHM WiMrietty CON aed sete Me Mee Te toe is. Sets aot ea ors.d Memes Mfrs. protective coatings........... 
Keystone Lime Works.............. Produces chemical and building lime. . 
American Radiator & Standard Sanitary]... 1... cece eee eee eee eee Mfrs. plumbing fixtures heating and air- 
Corp. condition equipment 
Merged Mullins Manufacturing Corp.|Mfrs. steel kitchen equipment....... 
ee operate as Youngstown Kitchen 
iv. 
SHETICAR SORL- KAD COLD sentient screen | od ha ais of shay eiais!s explo. s ous oyersiecs.s aiage 9s Mfrs. caps for milk bottles, paper cups, 
food containers 
Two-thirds of stock of National Lock|Mfrs. spring lock washers........... 
Washer Co. 
Pamericanl vy nolesale: Co.cc mee Pabite ts cs aie rk oise soe Sake eds cacigl LEB Maacs ryane stoustoc.sheysierers «lous ye cisco tke 
(Affiliate of Gamble-Skogmo Inc.) 
Assets of the catalog and merchandising|Makes belts, billfolds, jewelry and other 
division of S. Buchsbaum & Co. consumer goods 
AMUHOMETECISION COLD eset ts ee |) akan ste babe ee a bene 4 beaelaels Mfrs. slide fastener machinery and slide 
fasteners 
Piling,Chain:Co;..24.2h02 dee toe Mfrs. zipper hardware.............. 
muna irap Co, of America. ..necus) || | joeteen tes ees cones neers Mfrs. traps, decoys, garden tools, etc. 
1) Penn Metal Ware Co............ Both mfr. fishing tackle and various 
2) LBs Miller'Go.i3. 8 2. Se .8 22 metal products 
praponod bape, Lane: Cox (Jointly Owned) (aciccvs ccs seeps ect tea ete We dilravateca. » ocaverospres gel nysTers: ojallsyovsye agayey nies 
by Pure Oil Co. & Sinclair Pipe Line Co.) 
Pipe lines and gathering systems: 
1) 33 miles from Pawnee Pipe Line Co.] eee eee eee eee 
2) 42 miles from Goodall Pipe Line Co.}  ... 2... eee eee ees 
8) $45 miles of oil field gathering linesin| =... 00... eee eee eee eee eee 
Kansas and Nebraska 
‘Armco steel Corp (Purchaser). ..2 PSO 5b os lasek etalews wee en eles Produces steel, steel products........ 
American Bantam Car Co (Seller). . 330: 000 csgsttplant atoiutler, (Pa. atk wc cat co p.c «sw! susrelde sos ssqaus wise 6 
cluding 15 acres of land 
PER LPOMM CON ae teeerets nae <snia ciate Lif. Povecteeasec a ese o nies'e boajo.doe:n,a.0/4 3146s oie Mfrs. condensers, filters, electronics 
products 
: All outstanding capital stock of Skottie] «0... eee eee eee eee 
Electronics Inc. 
PIAS Powder COs. tice Sepis esas | ol ines es wees a 05 ee mat se seat Mfrs. explosives, chemicals, etc...... 
Aquaness Corp...........-...-205. Makes petroleum dehydrating com- 


pounds, corrosion inhibitors, bactericides 
and other chemicals used in oil industry 


APRIL, 1956 179 


Mergers and Transfers of Existing Facilities—continued 


Sizet 

No. Purchaser/Seller Property Acquired Description of Dee) 

15. | Bell & GossettiCond siecweceteekee nck U0. etek: eee cc ete ect reer Mfrs. water heaters, air conditioning} 11.3 
equipment, pumps, etc. 

Granite’ Textile Mills, Inc.:..:.:.... |Land ‘and buildings)... coe il ee pelea cei tere ae 

16. -| Bellanca. Aircraft Corpo) wits inet ok} ee Rika wine cyte otek eterno ieee Mfrs. aircraft and parts, rubber mill and| 2.8 
plastic molding machinery 

1) Camdale, Inc. and certain real estate| Mfrs. hardened and ground cams, gears,| n.a 
and equipment aircraft parts, gauges 

2) 30% stock interest in TMT Trailer|Operates an ocean-going trailer hauling] 7.a 
Ferry, Inc. service 

TY “Beryllium Corps fee 7. eh ce ee | OP ER ee cece ett eens Produces beryllium-copper, other beryl-| 10.3 

lium alloys 
1) National Precision Casting Corp. . Mfrs. precision castings............. 0.1% 
2) Napco Industries (Sub. of National|Mfrs. precision castings............. n.a. 
Precision Casting Corp.) 
18). | Black-Clawson CoO. 2! x «012,012 08ics,sts/0a) eal lp meegs sete cp epee eee see eee Mfrs. paper and pulp mill machinery. 22.1 
Downington Mfg. Co.............. Manufacturing rights on Downington| © 57). 2a<5...-4.c-4 +" -4e- + ae 
line of products, including suction rolls, 
vacuum equipment and structural build- 
ing board making machines 

19 “|Bohn Aluminum: & Brass ‘Corp24.43.1- wial seco concen eco eee uence eas Dealer in and fabricator of nonferrous] 28.6 

metals and products 
Increases holdings of Diamond T. Motor|Mfrs. heavy duty vehicles......... 17.6 
Car Co. to 137,480 shares 
20 es| Borden Cor. Hthictiscins disuse il min Use OREN eR ies ats oe ete actors eee es Produces milk, dairy products, other] 301.1 
foods, chemicals 
i nuda sO Reales DLS erases Mine Oe et alate RO eae n.d. 
21.; |Brown ShoeGo., Ine... .:. 2s scpapeatte Walp Pes arelere ee tars aes ateiane oteren eters teeact isn | EVES + BOGS eine ene, Meee ne eee 67.9 
dishes deatohe cet ra sf Operates leased retail shoe departments} 2.a. 
in Columbus, O. 
92. Burlington Industries, Inc... «30.2: well ee cae eeate ee ae eras Produces textiles................+.. 510.3 
Entire capital stock of Hess, Goldsmith] Weaves fiberglass, other fibers....... eo 
& Co. Inc. 

98 1C'&'C Super’ Corp scans cre aitise cid cmv betty orn cere rie a eter ea one erie eae eats Diversified business enterprises incl.| 6.6 
Nedick’s food shops, mfr. of rubber 
products, malt beverages 

Redi-Maid business and trademark|Redi-Maid is an orange juice product|  n.a. 
(merged operation with Cantrell &) distributed by dairies 
Cochrane div.) 
24 |Canada Iron Foundries Ltd......... | 0... csc c eee eeaeeeeeeeeeeesee+s.  |Mfrs, car wheels, other castings...... 34.4 
98.6% common stock of Disher Steel] .............-.. eee cece eeeeees n.d. 
Construction Co. Ltd. 

25 |Canadian Fairbanks-Morse Co.Ltd... | .....cccccssscvcsccencseeceus Mfrs. varied items, scales, diesel engines,| 13.6 

electric equipment 
60,404 shares of Canadian Locomotive|Mfrs. locomotives, engines, industrial L fer 
Co, Ltd. machinery 

26 Canadian Homestead Oils Ltd. n..:5.- on | leiea race aig ate relied oie selene selene Explores, develops petroleum and gas| 1.3 

properties 
Woodley Petroleum Co. and Mobiloil|One-half interest in 24 sections oflandin| .............0..eeceeeeeeeeees | seen 
of Canada Fosterton area of Saskatchewan 

27 |Canadian Pipelines & PetroleumsLtd. |  ...........ceeeececececercvees 7.9 
natural gas 

Increased holdings of: 

1) Farmers Mutual Petroleums, Ltd, |) ~ .)2. «122+ geen iceciaaeeeee na 

2) Freeholders Oil. Co.,Ltd). ¢..ct6acat ab ox =o: ciesa ue house eh eee ee n.d. 

$) Landowners Mutual Minerals. Ltd. = fy oon. ence eect eet seceseaes n.a 

4) Midwest ‘Farmers Oil, Ltd..ic0.cc ||, gears ated. aces ante oc Mie aoe na. 

5). Regina Royalties Lid......6.:<05 ill gob Rants claus ae ee ae eer n.a 

6) ‘Williams)Creek Exploration, Ltdiy ul) oa. tite cc. sass ciiasierss veut gine n.d 
28 {Central Eureka Cotp:. joss .00.0000, > || | haute etl mei seg betes amie Meat packers; also mining interests. . 3.4 

1) Flanders Mining Co............. Owns and controls uranium reserves, gas|_ na 

and phosphate interests 

2) Balboa Mining & Development Co.}  ......... 0... cece eee eee eees n.d. 

29.» |City Stores Contra feitecd achat bei 7 S¥ilecembi: fie sbi erent eae Uperates department stores, specialty] 124.3 

shops 
National Department Stores Corp. (Sub.|Bry—Block Mercantile Corp......... Operates department stores......... 5.0 
of South American Gold & Platinum (annual 
Co.) sales) 
$0 1,|Golorado: Oil & Gas Corp. xed siasijae cot | Meese o ots ivtare 2 ota ares pon Sarin 33.8 
1) Honaker Drilling Co. Sc. c.cccce |) ae cade aeons te ees eee aoe n.a. 
®) Honaker Drilling, Inc.: 2jctecercatas |B Whee atte 1. 2:8 Ge ws aaa eee n.d. 
8) Lawton Oil Corp................ Interests in producing wells and unproven| _n.a. 


oil lands 
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APRIL, 1956 


Mergers and Transfers of Existing Facilities—continued 


Purchaser/Seller Property Acquired 


Concrete Conduit Co............... 
(Sub. of American—Marietta Co.) 


Connelly Containers; Ines. «eee 8 oo enere cere oe vichattss SEAR, JEM 
Entire stock of Sweets Laboratories, Inc. 
Consolidated: Giga: Corp reeeien ae se eed. bklssc)ase-o avase dlesssatelara-o, srarerayaraaversiars 
Pe Lorillard Con! esi. exis seis sei Cigar business, including brand names, 
inventories, buildings and machinery 
Consolidated Laundries Corp, iin. ctoay bs liscd G cveveaunnieicsaiclorn Slvieieaaine so autintt 
Buffalo General Laundries Corp..... 
(Continental Carr Goxpanct es, eters PAPE 55. Wo tocsreseratstoversnocsseuerarsiere ste dyeore sone 
Murret, Seal Corps <corcj<ioeyeseye\siers ore. (1) Exclusive mfg. and sales rights for 
turret sealcaps (polyethylene switch 
spouts) 
Southern Pacific Co............... (2) 40 acres in San Leandro, Cal., for 
expansion of plant facilities 
Continental: Oils Cors. a: stirrer eae Geet | Ml oi o: cecvansveseretete tara loves teravetetevererateravotesere 
Capital stock of Sherwood Refining Co. 
ROLE DC VELAZE COLD tia gdi lets WEAR SED MEN REIL occ scar ssaressnere-aicroretoreye%e, por ateye/evarevarsvana 
Net assets of Mission Dry Corp..... 
(Will operate as sub.) 
Crown /ellerbach Corp. gic. KEN yT AT INN ici rcrs Cae tiebtetnd. Cem ey. Shodan g 
‘Waxide Paper Co. Ja. 6 22). S26 ee) 
Cuban-American SugamCo. 5.0 PR | adic .c.c.e ora. Sie die, aioe a bawriiee as 
Increased holdings of American Crystal 
Sugar Co. to 83,600 shares 
SC APTIES EVV TIEDG COLD: cciraceaie siete | | OU ra stacoatareid evsosisla/ sie Gath eisai oreke «ost 
Turbomotor Associates............. 
(Will become turbomotor division) 
mpermy. Nailiken O67 C0.. INC .ccwiccittun Mah Sakis Maas does. « eNO Ree ae. 
Textron American, Inc.........:.. MPaxtile mal tye Are h ch ae acerca thoroker: 
Denman Enterprises Ltd st wehiri ey] EAM... dr, SEND, De cat ele laceuiere. 


Mfrs. and leases shoe manufacturing 
machinery 
Makes wooden heels................ 


Mfrs. chewing gum, paper box-board, 
containers 

Mfrs. chewing gum base............ 

Mire: cigars ..iaecdecs tee Meee ee 


Operates laundry services........... 

Operates laundry, linen supply service 

Mfrs. metal containers, caps, packaging 
materials 


Integrated petroleum and related prod- 
ucts producer 

Produces natural sulfonates, white oils 
and petrolatum 

Mfrs., distributes, soft carbonated bev- 
erages 

Mfrs., distributes fruit juices, flavoring 
bases 

Produces papers; newsprint, kraft, tissue 

Mfrs. waxed wrappers, etc.......... 


Cane sugar producer; owns, through subs. 
plantations, mills, refineries 
Beet sugar producer................ 


Mfrs. aircraft components, metal and 
plastic products 

Will develop engines for planes, helicop- 
ters, etc. 

Mfrs. cotton goods................. 


So we w (ovale totale ares N.Gisciivccsveces 


More than 300,000 shares of Western|Operates chain of retail stores, merchan- 


Auto Supply Co. 


Ditisheim (Hanns), head of investor group 


From several Wilmington investors 
EEUU V ORY UIC cro ots hntulcs Sass eoteea ter hevey w |e te oh c-asaxsvoharetaroeaekss ci a5 3 RMS NU ters 
Entire common stock of E. Long Ltd. 

(Orilla, Ont.) 
astern Males ble Lrom (C0 serie ovale p Ailes Aten) ace a ietetere.e ese taxe Is prieteyete create am nae 
Entire common stock of Pattin Manufac- 

turing Co. 

Paton Manufacturing (Coie ccs Orr eee Nn | 5. «cis vaibyeietevor ons rone tonssare es gynssvore attiaje-e 
Entire capital stock of Automotive Gear 

Works, Inc. (Will operate as a division) 
Milectric Storage DAlteryaOncnaa errs a8 | lls sicbieeciciie Ree oe kiseurahweimiench ro 
Entire capital stock of Jessall Plastics Co. 

(Will operate as sub.) 


le PEOWICH, FIG voc as ans sce ates oysa,c'ere 


Physical Research Laboratories Inc. World-wide mfg. and sales license of a 
patented humidity sensing device 


Empire Petroleum Co.............. 


Eureka Corp. Ltds..:..22052 020). .% 
Phoenix Silver Mining Co.......... 


Fairchild Engine & Airplane Corp... 


Merged Wisconsin Oil Refining Co., Inc. 


dises items for home and automobiles 
Mr. Ditisheim is a director of Butler 
Bros. 
Wholesaler and operator of retail stores 
Mfrs. pumps, paper and pulp machinery, 
filtration equipment 
Pee Se ee NEG j\aidis spars siya 


Mfrs. castings, hardware............ 

Makes expansion bolts for coal mining 
industry 

Mfrs. auto and aircraft parts........ 

Mfrs. gears for farm equipment, pinions, 
spline shafts 

Mfrs. storage batteries, related products 

Makes plastic extrusions, including tubes 


Mfrs. electronic and nucleonic devices; 
e.g., gelger counters 


Owns oil leases, operates refinery... . 
Develops mining properties......... 


Mfrs. engines, aircraft, guided missiles, 
pneumatic controls, etc. 
Mfrs. cargo ramps and doors for airplanes 


(Mii 
of Doll: 


Size! 
illio: 


ns 
lars) 


n.d. 


Mergers and Transfers of Existing Facilities—continued 


Size! 
No. Purchaser /Seller Property Acquired Description ae. 
&S i (Blickinger(SeML) Cos, IneG..< hsyyes oa ce rane ease ea eteceees = eine Conducts wholesale grocery, produce, 8.0 
dairy and liquor business 
Elmira Wholesale Grocerys weet, Dh WG cnc ahs sesh das oxnubelons n.d. 
(Will operate as Flickinger’s Cash & 
Carry) 
54. |[Biintkote Coii5 ise es iepsiswinp caer hy ie [4 ie Meise pie eke eee oe een Mfrs. asphalt and asbestos products. . 75.3 
Dnsulroek: Corps acct tite: Mfrs. insulrock, an accoustical, insulat-| 6.0 
ing, fireproof building material (annual 
sales 
55’ siRraehaul Trailers! Wo cre. oiarsa.c RE La Once oan Coen eee ei ee Ree Mfrs., sells, trailers and accessories . . 188.7 
Manufacturing facilities of 
1) Stir Plastics Corp............ Mfrs. plastic panels and sheets...... n.d. 
a 
2)! Strick: Coss aes saktahe derasreet = Builds truck trailers................ n.a. 
SGanl Gairsihobert) (Con, cnwnc cc4.isi+ seas We NM elas nae aire ew seerusle spss eases Mfrs. cartons, shipping cases, wrapping} 95.5 
paper, etc. 
Mansfield Hardwood Lumber Co... 93,660 acres of timberland \in-Touisianal i). 2 vicdn oc esc coms oe caitee 2 ee ono 
57 0.iGeorge R.:Gardmer Lid. (Toronto).../ |) dscess onaeas oe era anion ee Investment. Gris jks saces aa smete n.a. 
600,000 capital shares of Sapphire Petro-|Explores, develops oil and gas, uranium| 8.9 
leums Ltd. properties 
58ing| General: Controls Co): 4.<2h5 Sie trols.) ee ate cube cele Mamie cuir Mfrs., sells automatic pressure, tempera-| 14.9 
ture controls 
Precision potentiometer division of Elec-| 2.1... 6... ccc cee eee eee n.a. 
tric Circuits, Inc. 
59:4 |General’ Blectric. Co .th. ats = He ete cae (PA on oxen cates te Seem epee te Mfrs. electrical equipment.......... 1,777.3 
Substantially all assets of Watson Flagg|Makes gear motor components...... 1.0* 
Machine Co. 
60 | |General Plywood Cort... 5 s:.:,2./. > 2am. Pace oe ea. ae eeaiens aak. On eeaen Mfrs. flush doors............-..0+05 4.0 
D. A. Clarke Veneer, Ltd. (Ont.).... Mfrs; veneers... .<2..ctak omastometess n.d. 
(Will operate as a sub.) 
61") |General Precision" EquipmentCorp;::. | JN. sce ae oe ee eee Manages subsidiaries which mfr. motion] 104.0 
picture and TV equipment, industrial 
controls and equipment 
Shand & Jura Co sj. 2... diss. sate lasts devs Mfrs. storage and handling equipment} 2.5 
for oil and chemical industries (annual 
sales) 
62. |General Seafoods Ltd... c.cxtzhwuet ARMBITY Pes stars, sroserate,e Sicteereterg athe sear |||) | gee aan Ce ea n.a. 
(Canadian sub. of General Foods Corp.) 
Edam Investments, Ltd........... Rights, to: Birdseye, trademark}: invetr|) 7 ....<e0100+-s<0.oncnuee cepeesse | pene 
(Sub. of National Sea Products, Ltd.)| tories and business 
68" |General Tire’ & Rubber'Co. 0) ..0:6.7,. | . pea shee cbse seine eee eee Mfrs. varied rubber products; subs. hold} 183.2 
radio and TV interests 
J. F. Byers, Jr. and B. M. Byers.... 6008 common shares of Byers (A. M.)|Mfrs. wrought iron products, pipe, sheet,) 22.0 
0. etez 
64° |Gibson Art Cotncask sarc yae coths peat rast sdewi see sabe vs ace Sear Mfrs. greeting cards................ 8.3 
All common and most of preferred stock|Mfrs. greeting cards n.a. 
of Buzza-Cardozo 
65 |Gledhill, Road Machinery,,Co cca. scia: | pe [$P iad a wcc 6 poh ako eee UN aes ORS ELD 5 SORE Ep, Banu 0.5* 
Davenport-Besler Corp............ Snow plow divislonis sissies osu sos), . | | Si geass Rats fost ye a7car Staley sterol min ne ee 
66... |Golden'Cycle Corp... vecceeee ae Peicde trea aed cue arleh cs same Processes gold ore, mines uranium ore, 6.2 
coal, lime, crushed rock, sand 
$19, terest. in Byden Miness Ince aime fae ae cricciciss 2 Oe cate ene. sas n.a 
67 GB iGoldsmith Enterprises aiisest: stenebtes waa RPA bc cae ace oie sities cuca as Itt ete thea ae iWin 5 a Oty n.a. 


Increased holdings to 90,000 shares of|Mfrs. hosiery, lingerie, gloves, underwear| 32.1 
Kayser (Julius) & Co. 


68 1Grand Union Corset Meons Sacco eM oak aloe ela tae cee cece Operates retail food stores.......... 46.2 
Shirley Food Stores................ Operates 5 stores in Washington, D. C.} na. 
area 
69;/1Great/ Sweet Grass. Oils Ltd} cx initey gall aac asi e6,ce eeaaeeeour: cone ey) | | REC Re aera ee NGuh Nhe cn ceahayag a Mads n.a. 
Assets of Pitt Petroleums Ltd....... Produces oil; holds oil property interests n.a. 
70. \1) Gulf WesternOW!'Cos..cc..:5c040 yl) aitamlensasies tieee a Aapieeen a, oti t MANAGED MAMRern, och). rocen steer se oegenes n.d. 
and 
9) Ou Producers, Ine? sceshtutn soon Al tee abe. s hee nak oe ailePare, os leishs cant: shace ee pL] Mme cine ate arePeretak oreteetey eae n.a. 
JEW WLItCHel ies bon a crates tas Leaseiin Oklahoma, on: which:is located'al(! .....0rsaemedseauss howeech ere ll phage 
fully equipped producing oil well 
lon |Sie& RB; American Machine: Co.s;2..,. oi See ccuknecious aasttoree sass Mfrs. parts for aircraft and related} 8.2 
industries 
Jas. H. Forbes Tea & Coffee Co..... Imports, processes, distributes coffee,| 6.0 
(Will operate as a division) spices, teas and extracts Gans! 
sales 
72 et Hamilton Mills, i3.). <segiic:sagutuaie MAO 2008S ioonse a ore ete ce we ee oe ee eee ee ae 10:0, Ri Meese lake n.d. 


Increased holdings of Kayser (Julius) &|Mfrs. hosiery, lingerie, gloves, underwear} $2.1 
Co. to 180,000 shares 
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Mergers and Transfers of Existing Facilities—continued 


Size! 
No. Purchaser /Seller Property Acquired Description ne 1 rs) 
PRM eT ETS ESENOWY LUCHY CO sine oes Ha ON WG |g avetovatercravere: suarara ero deisreniabls waivers Mfrs. watches, other timing and measur-| 20.6 
ing devices 
New Standard Corp............... Allzights:tormakevaid alistribute! Kavikow 52h... s sac cee ce estes caceen J Boden 
Check gage, a high precision meter 
PaMPEIATIs-Sey DOld (Consnk ie cel Seca PPP ek Serdeissidenk veeeen dee Reeoe Ee). LNs Mfrs. presses, bindery equipment... . 34.5 
1)j LathoplateEne. 24085 2200 6 6 ade eh presensitized photo-offset printing} 2.a. 
plates 
2) Alum-O-Lith, Inc............... Sales sub. of Lithoplate Inc......... n.a 
SAV RU TATINIS COTA a. 3 50. sain ie AL OF sic legen eo wig ssi visip wis sins, oes, 2 blolatate Operator of producing mines........ n.a 
(Sub. of Holly Corp.) 
1) Hermes: Mines, 5;52.5..10.2:<1- 0b Mercury producer.................. n.a 
2) American Fiber Corp............ Produces long staple asbestos........ n.a 
a) Copper properties imi Mexico. 422-ceh) Yee. cae ee. ees Pees ee ere yh we eee 
nmrons bor mire w Casualty Insurance (0.10) 2 socce .eera. Soe ae Scr | sec ccc cee cweacaceceedeweceves n.a 
(Sub. of Associated Employers Lloyds) n.a 
ibeeteral Insurance (CORD ns A ciake (Ad LATER oe ee ees Sars ees. SSO Pes uaids dee cee ce Se casei edie’ na. 
(Sub. of Houston Fire & Casualty) 
Increased holdings of Flour Mills of|Engages in flour milling, mill feeds and| 10.6 
America Inc. grain 
77 Saget Bay Exploration & Development| .......... 02sec eee eee eee Develops non-ferrous mining properties} 7.a 
0., Ltd. 
(Sub. of Hudson Bay Mining and Smelt- 
ing Co., Ltd.) 
Mining Group headed by M. J. Moreau}19 claims at Raft Lake (Manitoba)... | 9 ....... 2.2... ec eee cece cece eee | ce eee 
Wemtteeeade Food Products Corp......-. | | \ whe oF a Sais. S02 ees eet distributes packing house| 42.6 
products 
Deerfoot Farms Co. (Sub. of National] Makes sausages and other meat products| 2.a 
Dairy Products Corp.) 
eM RTA tCON CO. fe Ae Pe I NS MIM) 5.5 Sie ossraiasspameaiarere arcldo SORMEIIE 5 6 Produces iateel) s00.2.0.4 onc’ 25s Sted 513.8 
Cleveland Steel Barrel Co........... Mfrs. bar kegs and drums........... 0.3* 
80 |International Basic Economy Corp.. | ...........--eecee seen cece eres Financing development company... . n.d. 
V. D. Anderson & Co.....-........ Mfrs. machinery for extracting oil from| __n.a 
(Sub. of Chesapeake Industries, Inc.) seeds, nuts and animal matter 
pemeaneent reek Coal Cones aoe Nii Dee a8) 8 eetiwislarsis Saleen dda: « wie oie Produces bituminous coal........... 39.3 
W. M. Ritter Lumber Co.......... RedidJacket GCoaliGorpe. Sets. 20 MRI. 0. cle cases ewe dss oe eden cens n.d. 
eMC PORE eCtrONiCSs (COPD is ic.c cca a's wise fl) Ravin ticasl MR Sareea) lead ands Installs and services community TV} 4.6 
antenna systems 
Spanish Mountain Television Corp Operates a community antenna system at| 7a. 
Ukiah, Cal 
83 |Kaiser Aluminum & Chemical Corp... | .............e2eee ene eee e eee Produces primary aluminum........ 872.1 
Purchased Foil Kraft, Inc........... Produces aluminum containers for frozen| 7.4. 
food industry 
84 |Kaiser Motors Corp. (Name changed to] ................ 2 eee eee e eee Produces automobiles and defense items} 226.3 
Kaiser Industries Corp.) 
Henry J. Kaiser Co. (Will operate as a|Construction, engineering and sand and| 168.5 
sub.) gravel business 
RCNHETIPOTA GOONS Go OG tes or. ses) ayy Ub is aristelereb Stare Sanne = cs eosyele 2 Shed MN UBERR. Wea ces cleo ssiedeseswccaase |) » behes 
Ecuadorian Corp. Ltd............. 124,373 of the outstanding shares of|Mfrs. Quebracho, a tanning " material, 4.7 
International Products Corp. and packs meat 
PRET IRET AO OSE © ein Yates fai cin sever eivisiore aise © WIL. byernceeane vba aoe’ DERE 2 ee cial Operates large grocery store chain... 189.9 
Big Chain Stores Inc............... Operates 7 food stores n.d. 
ume (FEW)! Ge Cosincetae store. a I) Bee Sor ee. olk sate ese ds Produces potato chips, salted peanuts,| 2.9 
other food products 
Capital Mrito More+... setae. silos Mfrs. and distributes Fritos (a corn| 7.4 
product) 
TIER ML ADUOTES ADCs A sloeicss J): CANE chew eiaricnaonamractmeasa. JP Wmteinwblawiies RMSE ase n.a 
(Sub. of Unilever N. V.) 
Vitality Mills Inehoes t 52%. 22.8 Makes dog food and other animal and} 5.0 
(Sub. of Rosenbaum Bros.) poultry feed —_ 
sales 
Bmimaplaw Grocetertiad Co. Ltd... ci. | stale sitivreieidiatnaaieiale cle cnin sie g.aleleie Operates grocery chain in Canada... 57.6 
(Controlled by George "Weston, Ltd.) 
W. G. Weston, chairman of George|“Substantial” interest in National Tea|Operates a chain of over 700 grocery} 88.3 
Weston, Ltd. Co. stores, markets 
SeMERHE Ly SCOFEH, Inc epee seme.) FM. pcbiew ona pepe ne a eeiins Ane neia we Operates super markets in California. 9.8 
Merged Dolly Madison Internationa]|Mfrs., distributes dairy and food prod-| 55.0 
Foods, Ltd. (Sub. of Formost Dairies,| ucts (annual 
Inc.) sales) 
SETAC CIE. 11.) Oc COS ENCSS 32.01) | Ae NR PENIS «ene dae Sule da weber. Operates department stores......... 163.3 
Younker Brothers, Inc............. Primes) Cosstire:s sce SP at) eNO! i 5b scene rcacees ieee seece n.a. 
ROE ILA ORION ote eatin as UMN, hc SS praia a eas cee wme a eeee ae 0 Mfrs. radio, TV sets and parts....... 28.5 
Spartan Radio—Television division of|Certain movable assets............. Mfrs. radio, TV receivers........... 20.0 
Sparks—Withington Co. a 
sales 
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No. 
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104 


105 


106 


107 


108 


109 


110 


111 


112 


Sizet 
Purchaser /Seller Property Acquired Description Bigs 
Mallory’ (Pe R:) Cosine as. one eet | tee oe cecincomp ence sth hon eb iaae Mfrs. electrical and electronic equipment} 33.0 
Merged General Dry Batteries Inc. (will]Mfrs. and sells dry batteries, impact ex-| 7.5 
operate as division of Mallory) truded zinc, aluminum, magnesium 
Martin (Lester) & Co., Ine. .ccsccc.0 || ees oe eitee se nteateie eh deat sferstete MN MN lane slain leana)erels tC: Sie ae Pes A 43 n.d. 
Increased holdings of Consolidated Tex-|Mfrs., sells cotton goods, other textiles} 18.5 
tile Co., Inc. to $27,800 shares 
Martin Foundation, Inc. '<i...<..)...'22 ce Pe, Peta motersie bose eraotie tes oad See aR Se eee eerie ee ae Ca Mme Reorar scare poe * n.a. 
Increased holdings of Mojud Co., Inc. to|Mfrs., distributes hosiery........... 13.6 
76,300 shares 
Increased holdings of Consolidated Tex-|Mfrs., sells cotton goods, textiles. ... 18.5 
tile Co. Inc. 
Martin-Parry Corp. (new name will be] «+... --seseec cee ee cenenemeces Mfrs. drawn metal products, vacuum| 29.8 
Ward Industries Corp.) cleaners, wall partitions 
1) Prosperity Co. Inc.............. Mfrs. laundry and dry cleaning equip-| 9.3 
ment 
2) New York & Cuba MailSteamship Co.} ... oo. eee eet ee ener n.a 
3) “Substantially” increased its holdings|Designs, mfrs. meters, guages, water 7.8 
of Permutit Company demineralizing and conditioning equip- 
ment 
MeCandless\Corp vist. Saiee0 (eR Ra ee EEL ete cieten utero hunwonayelonbiwe Bileuelscrwulele a | eevee Reet. aoe A seule nd babi n.a. 
Stock of Cascade Rubber, Inc....... Mfrs. tire retreading materials....... 0.1* 
McGraw Electric Co....... SRE Belin? Gen ceiee Moma oe am cA ec fer Mfrs., sells electrical appliances and| 177.9 
devices 
W. E. Moore & Co. including 4 affiliates 
1) Pittsburgh Lectromelt Furnace Corp.|Makes furnaces for carbon alloy steels na. 
2) Pittsburgh Lectrodryer Corp..... Makes filters, dryers for gases....... n.d. 
3) West Penn Machine: Shopavinet goed Ps i.t2 sn cae maniac lees eka ins aes n.d. 
4) J. G. Dickson Co............... Mfrs. sheet metal products.......... n.4. 
MeNeil Mach. & Engineering:Co. 5.8) 6] o.5. 2-2. os. wets Sisters Wale Mfrs. vulcanizers for rubber goods in-| 13.8 
dustry, cranes, etc. 
Hamlin Metal Products Co......... Mfrs. sheet metal stampings......... 1.0* 
McWilliams Dredging’ Cos. 1.0 CHAZ ane Fd cic eh sv tere ereretoie r= sun eiereratare eels Constructs flood control works, deepens} 7.6 
and maintains harbors, channels 
Merged W. Horace Williams Co..... |  ........---05: Ws Oiderdd.d. woes n.a 
MeasurementstiCorp: f22hy 9... ha ORY oi sscccimnendes .nlashee nee sealers (w)|e mnanelaehtet see Miler sb settee 4 n.a 
(Sub. of Edison (Thomas A.) Inc.) 
Linear Equipment Laboratories, Inc. . Mfrs. electronic equipment.......... 0.025* 
‘Miles Laboratories, Inc..:..... cc se CMe tke Siaceies s etaremyartins Saree bee ale niete Produces, distributes medicines, vitamins} 16.2 
Merged Takamine Laboratories,Inc.. | .........-...- 2.0).5. webeah As n.a. 
(Will become a division) 
Mills, Ines ces. cs. cach eerie etveeharen aid eye Pos 5 Sian POM reac a ture, wand oedtere eee | ER ees eter ae MR or eee e ee n.d. 
5,000 common shares of Emerson Electric] Mfrs. motors, fans, power tools, other} 28.1 
Mfg. Co electrically powered items 
Mogul. Mining ‘Corp SLitd Sanya. igen Pann Pir oetstapse raters eee iste doe ate tie MIN) Us, ore astieeva un sie faleataiedatfivvala elas etatege n.a 
125,000 shares of Israel, Continental Oui) / lcs) oc -.cabinec ce ccn s coaue n.a. 
Co., Ltd. 
Morvelll((John)i& Cor. 4.1 USE, at | TE esas ESE a Padonts Aah ee Engages in packinghouse and byproducts} 55.8 
business 
Property of Hill’ Packing Coi23:(..00., ie bye eae tote ey Dae acne vise n.d. 
Morse Cham Co... ... Se nd Beem ow iio oe wc sore a ode ea et Mfrs. chain drives, couplings........ 1.0* 
1) Eberhardt-Denver Co. and its affiliate |Both mfr. worm and gear speed reducers,| 0.1* 
@)Spreco' Goan stencils ¢ celemutes cles conveyor drives, gear motors n.d. 
Muskegon Motor Specialties' Co. S007 YE (acie cee bees ee tue ccee seule Mfrs. crankshafts, motors, engine acces-| 2.6 
sories 
10,000 common shares of Woodlin Metal|Sheet metal producer............... n.a 
Products Co. (Will operate as a sub.) 
Muskegon Piston Ring Co....... 772 HRPME IN | os 00 wigels wisterpialeec Risen RRR Ete Mfrs, piston Tings... cc ences isas oes 4.8 
Merged Rotary Seal Co. (Will operate as| Mfrs. mechanical shaft seals......... 0.5* 
a division 
‘National Cylinder Gas'Co..).).0a,ane 1) ga eee eaalsicis eiseria scare te eins Mfrs. gases, welding equipment...... 72.2 
era Oxygen". Co. ((Willsopératevas ial Soaestd): da. weenie nanakantind n.a. 
sub. 
Hational' Hosiery Mills Ltd." eee ys ec os ae een es eee Mfrs. full-fashioned hosiery......... 3.0 
wien 90% of stock of Celtic Knitting Goi it... <5 \cs. oc ansivien » a cleereen n.a. 
td. 
National Lead Coiis.ccscsetcse seas iamarcmuase ameleke: memes se teeta ee paints, pigments, chemicals, metal] 309.6 
alloys 
Some Capital stock of Mud Products, Inc.|Distributors of oil-well drilling mud| _ n.a. 
materials 
National’ Management Ttds { L.neeet ub ois ons 5.0 sini athe. Se ene ete ene [io Ech che iat ee ROSS toad as na. 
Gamble-Skogmo, Inc.............. 287,000 common shares of Western Auto|Operates chain of retail stores merchand-| 68.5 


ising auto and home items 
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No. Purchaser /Seller 
118 _|National Tank Co................. 
114 | National Telefilm Assoc., Inc........ 
“Major” Hollywood studios........ 
115 |Natomas Water Co................ 
(Sub. of Natomas Co.) 
116 |New Superior Oils of Canada, Ltd... 
117 |New York Life Insurance Co........ 
118 |Norris-Thermador Corp............ 
119 |Northern Illinois Coal Corp......... 
Union Electric Co. of Missouri... .. 
DPOee ba Match CO. 0015 52's sc cis as os oo 
a7imnOlcalea Oils Lid... 05.600 8e esis es 
122 |Olympic Radio & Television, Inc.... 
123 |Ontario Jocky Club Ltd............ 
124 |Otia Elevator Co. . os). 22.0000. on 
Benson & Hedges................. 
(Sub. of Philip Morris, Inc.) 
125 |Penn-Texas Corp.................. 
126 |Philadelphia & Reading Corp........ 
127 |Pierce Governor Co................ 
128 |Piegon Hole Parking of Texas....... 
129 |H.K. Porter Co. Inc....:.......... 
180 |Pratt & Whitney Co............... 


(Sub. of Penn—Texas Corp.) 


APRIL, 1956 


Property Acquired Description 


BETA, Ae Pellet efe bits adc ais.o'S ape cancisuare Mfrs. oil and gas equipment, e.g. heaters, 


separators, storage tanks 
Entire 40,000 outstanding shares of|Does porcelain enameling........... 
Southwestern Porcelain Steel Corp. 
(Will operate as a sub.) 
SP ERTS AOEL. cca chit Gerona te Distributes and produces films for TV 
viewing 


Ess, S thatthe Thiele sts sci os > OID SR Supplies water for municipal irrigation 
and mining purposes 
Cardova Water Co......5202...0..6. Supplies water to residential areas. .. 
RE RBA AS oe eee yen artes Jars Explores for and produces petroleum and 
natural gas 
Increased holdings of General Petroleums|Oil-well drilling contractors......... 
of Canada, Ltd. to 421,714 shares 
Rt BORE aerate ae, baka Snsurance. Cos -wdije ase ese ee ose 
Increased holdings of Carrier Corp... _ |Mfrs., installs air conditioning, heating, 
ventilating, liquid concentrating equip- 
ment 
she atbstds 016/12 OMT ee, A VM SISAL Manufactures pressed metal parts and 
: products 
Manufacturing equipment and tooling of|Makes aircraft parts and assemblies and 
Industrial Fabricators metal kitchen cabinets 
Entire capital stock of St. Louis & Belle-| 6... eee ees 
ville Electric Ry. Co. 
a: deehatotets ees aes Crd vetted gcctais hl Gn Mfrs. matches, produces lumber..... 
Increased holdings of Wesson Oil & Snow-|Holds majority interests in subsidiaries 
drift Co., Inc. producing cottonseed oil and products, 
food products 
Sisto PORN Cereio tes RUM alan cn shn cagiete che Acquires, explores, develops oil and 


natural gas properties 
Increased holdings of 
1) New Concord Devel. Co. to over 55%} 6. cece ee eee 
2) Consol Cordasun: Oils, Lid. to: over|,  [:/......200..00000e8 00.02 debean 


52% 
3) Acquired 50% interest in Crystal Oils} ... 2... ee ee eee 
Ltd. 


ee Ma eek ae iad se Mfrs. radio and television sets....... 
David Bogen Co., Inc.............. Produces hi-fidelity equipment, short 
wave receivers and sound systems 
Muiokile aide incuaetaset as cecaae dh A Oe Engages in holding horse race meetings 
and operating associated parimutual 
betting 
Orpen racing interests, including tworace} .... 2... 0... e eee eee 
tracks 
ie cAap tet Reh oMEN Scie IRIEY/PAEMS/ Ss. y0 Mfrs. elevator systems, moving stair- 
ways, etc. 
£68,000) sqatt= plant oni'7)6,acre site Ab) ) bilo <os< os 00s «OR rte. 
Yonkers, N. Y 
A aN fore od es partie Operates a variety of enterprises; coal, 
uranium mining; mfrs. heavy industrial 
equipment. 
Interest in Fairbanks, Morse & Co.|Mfrs., sells engines, locomotives, home 
(acquired 100,000 common §shares,| and farm appliances 
agreed to purchase 42,220 additional) 


Beat ies vkotelea oioleha ator ote tate oreo a Formerly engaged in coal production; has 
acquired diversified interests 
Acme Boot Manufacturing Co....... Mfrs. cowboy boots, etc............ 
(Will operate as a sub.) 
sfokW ok 2 4 DR ted ORT ALD hae Mfrs. governors, aircraft accessories, etc. 
Increased holdings of Automatic Washer|Mfrs. washing machines............... 
0. 
Ruppert Die Casting Co............ Mfrs. zinc and aluminum die castings 
Control of Dallas Car Park, Inc..... _ |Owns @ automatically operated parking 
garages in Dallas 
Sidlowy tine wip eicied tee «Behe UMA Mfrs. industrial rubber goods........ 
oat holdings of Laclede—Christy|Mfrs. refractories.................. 
0. 
aettes anisraaies <i estaemaleiGrscs.o, 6 Mfrs. tools, gages, aircraft engine 
accessories 
Assets and business of Sterling Die Co.|Makes thread rolling dies........... 
185 


Size! 
(Millions 


of Dollars) 


21.0 
1.0* 


5,799.7 
137.8 


22.2 


Mergers and Transfers of Existing Facilities—continued 


Size! 
“J need alice 
No. Purchaser/Seller Property Acquired Description oft 
181,’ | Pressed! Metals! of Americas Ine se 20) 10 sc gacueie eee ee aie ee New company formed by F. W. Rich-} na. 
mond 
Merged American Bantam Car Co... Mfrs. aluminum windows, defense items| 5.0 
182 {Producing Properties, Inc, .31.:.555... |||. SEER een ee te nes Acquires, operates oil and gas interests} 4.0 
Lucerne!Corps. einen se eieie crate ovale oe Working interest in 14 leases on which| ~...........0.00cccceececeecees | sever 
are 76 producing oil wells 
188. | Provost'Gag; Producera Utd vs. 4. .<.geebme Meee e e o  ee e e n.d. 
Imperial QuvLtd 2: cies: sosticeneny 51% interest im. Provost. Gas! field: Vin} (0, . ..d)...1<,«. .te< ete ew ater ial solemn rae 
(Sub. of Standard Oil Co., N. J.) Alberta, Canada 
184' | Pyramid Rubber! Cog sisscece5 SAS EAM MM ale ek a ee alee I AP |, Ea n.d. 
ero holdings of Spalding (A. G.) &|Mfrs. and retails athletic equipment. . 16.7 
Bros., Inc. 
185.->)}Rheem Manufacturing Cows .n2% aes Jin en eae Aue in eee be Mfrs. and sells sheet metal products. . 94.1 
Merged Richmond Radiator Co..... Mfrs. gas and oil-fired boilers, furnaces, 9.9 
(Controlled by Reynolds Metals Co.) cast iron enameled bath tubs, sinks, etc. 
186 | Rockwell: Manufacturing: Cow.ce-snes , SHORTS aoe oe eee Mfrs. valves, meters, power tools, parking} 50.6 
meters 
Locomotive Finished Materials Co... Mfrs. special machinery, castings... . 10% 
(Will operate as a division) 
Genera] Instrument Corp.......... 106,000 sq. ft. plant at Statesboro, Ga.|Mfrs. a variety of meters, valves and 8.7 
other products 
187 || Roddis, Plywood ‘Corpanesiev eae A care creo od cas oe A Be Mfrs., sells doors, lumber........... 31.0 
Certain assets of California, Barrel, Co.| | 99.. .-:.. ange pean Sete 
including 
t) Western Cooperage:\ Cowie Jsatacnu ON, Usb. ckueccscctehincd ume oer .0® 
2) A California barrelidivisionsani...0°) 24..0¢ 005.00. See. en oe a eee 
$)' Timber rights staat tec tel cnk gelesen ZO Se eee os cee 
138 . |Safle(BrosaInlen.. . 2 demicmadse. ee brea EE ORe, Freee ee a ee A ls A? Mins: textiles. $-ci\..22 eta cose meee n.a. 
estate holdings of Reliance Manufac-| Mfrs. sportswear and work clothes... 20.6 
turing Co. 
139); |St.-Regis: Paper Co... <easiqne! ae I A. cen eat eee oe ee ae Mfrs., sells pulp, paper, paper products} 216.6 
Entire stock of Chester Packaging Prod-| Produces polyethylene film, foil and craft} 0.1* 
ucts Corp. (Will operate as a sub.) paper and laminates 
140)» (Scott: Paper 0% oo i0.0 c:e2° ciety c'stecveiee: Vall 0. EIN ee aS eee aioe Mfrs. paper tissues, towels, pulp.... . 192.3 
An interest in ia “small” Mexican: paper], 4cec.cisicicecdie' ve oie oie a oe 
mill utilizing sugar cane bagasse 
141 | [Seaboard Allied Milling Corp s-Aecan— i OR fancied owen ce a eee ee ee n.a. 
Increased holdings of Hathaway Bak-|Produces, distributes bakery products| 8.6 
eries, Inc. to 122,590 shares 
342 - [Seagrave ‘Corps. Sees. execeeas Saeed ares J ern aa ee Mfrs. fire fighting apparatus........ 3.0 
Maxim Motor Co,.00i5 0.0.0.0. s00 0. Makes motorized fire fighting equipment} 0.3* 
143°; |SecoiInivestments; Ltd ete, .rvarrreeen tal Eo -sicss salle cssrsecnie echo tree cae eel nt aoa end ete earn n.d. 
Increased holdings of Distillers Corp.—|Produces alcoholic beverages........ 478.3 
Seagrams Ltd. to 3,369,526 shares 
144" [Siegler Compan hers: jttanracegacenst. ole Ro eee one Meee es ea Mfrs. space heating equipment, commu-}| 5.9 
nication equipment and defense items 
uty Hufford Electronics Co............. Produces guided-missile components . n.d. 
145... |Sparks-Withington Co.s..03.sccnislecc | Peete seve Re ek eel Mfrs. radio, television sets, automobile] 12.6 
parts and appliances 
Entire common stock of Flori Pipe Co.|Mfrs. pipe for petroleum, chemical and} n.a. 
(Will operate as a sub.) electric power industries 
146 [Standard Screw: Goi :-..:..o-/.-'s eRe | we Bn eee ea ra ae Mfrs. screw machine products, fasteners} $4.3 
pumps, tappets and valve parts 
Controlling interest in Ravenna Metal|Mfrs. valves, die castings, stampings. 0.5* 
Products Corp. 
147 7 Stetson: GohniB:)@o.s. 2 Srava percent WN vec ax cee oh ans + /cacocastoh eiieae Mfrs. men’s and women’s hats....... 16.6 
James Fallar, Inewiss 00.0665 005s. Mfrs. neckware...........c0scse00s n.a. 
148s | Stevens: (S72). Co., Ine. 50. ccckes Fl). Lace iee eee oe ace eee Mfrs. natural and synthetic fabrics. . 288.9 
1) Some common stock of Worumbo|Mfrs. covert cloth, ladies’ goods, etc. . 3.8 
Manufacturing Co. 
2) All textile property of Simmons Co. 
Purchase includes 
a) Patterson Mills.............. Mfrs. sheeting for mattresses and fabrics} _n.a. 
for printed tablecloths 
b) Roanoke Mills............... Mfrs. flannelette and furniture fabrics} n.a. 
and tickings 
c) Rosemary Mfg. Co........... Mfrs. tablecloths and napkins...... . n.d. 
d) Simtex Mills division......... A New York sales organization..... n.d. 
149'*"|Stone Container Corp, i653 3-452), 6009 | Wilde Oe nee eae ee Mfrs., sells corrugated paperboard con-| 15.0 
tainers 
Assets of Western Paper Box Co..... Mfrs. cartons, setup boxes and corrugated| 0.5* 
boxes 


ee OU CAE ee ee 
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ee es 


Size! 
No. Puch “ Property Acquired Description i — 
TOOMNA AvSugarmam (NaN sacs eites oe sanitised ceeds ele ciisieds | beret eevee sees Oe eye niet. Wi Velauc SOO 
Barium Steel Corp..............-- All operating assets except cash and 
accounts receivable of 
1) Kermath Manufacturing Co. and |Both make marine engines.......... 1.0* 
D)P Wermath td yaccs ss tees vee n.d. 
Pbleel Sunbeam Corp... ecm cc rise oC | televelowiaiere eine elaidle oisie ie eeieisleleis sere Mfrs. household electrical appliances,| 49.9 
lawn mowers, furnaces 
Conlon—Moore Corp...........---- Manufacturing plant and 5 acres of land]... . 1... eee eee eee eee eee eee [tates 
152 |Sunrise Supermarkets Corp......... 0 | sere sere eee seen ne teense eens Operates supermarkets on L. I....... 3.5 
Certain assets of S. & S. Wholesale Gro-} 6... ee eee eee eee eee rete n.d. 
cery Co., Inc. exclusive of inventory 
ISS (Swan—Kinch Oil Corps: (eee Pate ee ee eee et Mfrs. lubricants, petroleum products,}| 2.3 


vegetable, animal and mineral oils 
200,000 of the 470,000 outstanding shares| Makes cleansing tissues, napkins, cellu-| 9.3 
of Doeskin Products, Inc. lose 
154 |Symington-Gould............-..05. | eee e eter eee ete e eee echoes Mfrs. railway equipment, specialties,| 12.4 


tru 
Increased holdings in Wayne Pump Co.|Mfrs. pumps, compressors, hoists, dis-| 13.9 
pensing equipment 


165 \Tekoil Corp... 00.0 ee ui tiallaion CxSkenGscyckinas sc ac urecara ata Aree wai Engages in petroleum engineering con-| 7.4. 
: sulting services; holds oil and gas 
interests 


Oil and gas properties of Kio Oil & De-|Owns interest in oil and gas properties} 1.4 
velopment Co. 


156 |Tecumseh Products Co......05.5 066 0 Pe eect eee e cence nee e ese ence Mfrs. refrigeration parts, air conditioning] 33.5 
units 
Industrial Engine Division of Hart-| .......-..-0--eees eee e eter eee n.d. 
Carter Co. 
157 |Telecomputing Corp..........--.6- | sete e crescent eee rte eee cree Makes electronic data processing equip-| 1.3 
ment 
Whittaker Gyro, Inc.............-- Makes control mechanisms for guided} 1.4. 
(Sub. of William R. Whittaker Co. Ltd.)| missiles 
158) \"Pexas Calgary Co.......5- 00. | eee eee e tees seen ete eeee Explores, develops oil and gas properties 1.6 
1) Petroleum Products Refining... .. Holds interest in oil leases.......... n.d. 
2))Producing/@o,... 79 Fos0 5.0500 YP tee oe Heeb eee ecto n.d. 
159 |'Texas Instruments, Inc...........-. | beet e eee e tent eee teeter trees Engages in research, development, and| 15.1 


production of electronic and electro- 
mechanical equipment 


Burlington Instrument Co.......... Produces electronic and electromechani-| 0.3* 
cal components 
MGC MMLUR ET AY Se. COs 35 scaires-omegh ves Roma ONpE | fr gee sets lecrslethyy eee eo ose ndiningsl aby Makes, retails, jewelry, silverware andj 10.2 
stationery 
Assets of Schlumberger, Inc.......-. Jewelry firm.......:...-¢.- 00+ ee. -s n.d. 
AGU Rane: Incas <4 cirik cig nists. <i GLA) ARLENE wT eIT BR ooo epttreln de opiate Publishes magazines..............-- 108.2 
1) East Texas Pulp & Paper Co. (jointly|Mfrs. paper.....-..--++++--++++--+ n.d. 


owned by Time, Inc. and Houston 
Oil Co. of Texas) and 


2) Southwestern Settlement & Develop-|Holds land and timber interests...... n.d. 
ment Corp. (Sub. of Houston Oil Co. 
of Texas) 
NEMMEToxiway Corp -sanotaut entre: ose Pilly sien epee ones See Mere [MM eitroeis ow nlite PVs Ghia dai <igtejeseetabeds 2 n.d. 
(Sub. of Abney Mills, Inc.) 
Textron American Inc........ ahiaten Bite t ila enlist eee ie oats tere ae ees aL meets out hae scieccisa-\<\> o exstorerueraee i vanzsrat 
163 |Tide Water Associated Oil Co....... 0 | cece eee eee teeter etree teens Engages in all phases of oil industry. . 395.9 
PYG Onl! Worn eines saleielaewtelss:~ « 21s Operates bulk plants and 247 stations. na. 
TES WM Se MG Inc sitiak «i ee ese PRISED GU) GAR oh LAS  ofepeje lee ess has N. Y. television film syndicate....... n.d. 


1,600 film short subjects from Paramount] ....--- 62-20 e cere tresses ees foosetee 
Pictures Corp. 
165 |United Aircraft Corp........--2.526 Jo cece eee teen e eee enn ners Mfrs. aircraft and parts..........--. 261.9 
(Hamilton Standard division of) 


Aero Pneumatics (division of Pacific Air-|Makes pressure regulators and valves. n.d. 
motive Corp.) 
166 |United Merchants & Mfrs. Inc...... | eee ee eee ee eect reer eee ee Engages in various aspects of textile} 210.2 
manufacture 
Stockholders of Virginia Woolen Co. |75% rd en outstanding stock of Virginia|Mfrs. men’s, women’s woolen goods. . 1.0* 
Woolen Co. 
167 |U.S. Air Conditioning Corp......... 0 | wesc eee eet cette eee tenes Mfrs. air conditioning, refrigeration, 3.7 
heating and ventilating equipment 
Entire common stock of Jordan Refrig-} ....- eee eee eee eects n.d. 
erator Co. 
168 |United States Ceramic Tile Co...... | sees e eee eee teeter eee Mfrs. glazed and unglazed ceramic tile 8.6 
Control of Cronin China Co......... Formerly produced pottery, dinnerware;| 7.4. 


will make ceramic wall and floor tile 
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No. Purchaser /Seller 


Size! 


of Dolls) 


Property Acquired 


sO | ees 


169 |Universal Match Corp 


| 


Mfrs. and sells matchbooks; through| 2.2 
subsidiaries also mfrs. candy bars; pre- 
cision machine tools; kitchen ranges and 


equipment 
Mfrs. cigarette vending machines and| 0Q.1* 
coin-handling equipment 


170 |Vulcan-Hart Mfg. Co Mfrs. commercial cooking equipment. 0.1* 
Autosan division of Colt’s Patent Fire-|Makes automatic dishwashers and sani-| _n.a. 
arms Mfg. Co., Inc. (Sub. of Penn-} tizing machinery 
Texas Corp.) 
171 |Webb & Knapp, Inc 170.3 
21.8 
172 |Subsidiary of Webb & Knapp, Inc... 170.3 
Assets of Manhattan Storage & Ware-|Engages in warehousing, hauling of mer-| 5.4 
house Co., Inc. chandise 
173 Mfrs. heavy machine tools, graphite| 15.1 
products, power boilers; markets farm 
products 
Property and assets of Michigan Bean Co.]Owns bean storage elevators at Saginaw| na. 
174 |Wrisley (Allen B.) Co 2.0 
Will produce soap base materials.... n.d. 
175 | Yellowknife Bear Mines, Ltd Holds interests in various Canadian min- 6.1 
ing properties 
n.a 
2) 400,000 shares of New Royran Copper n.d. 


Mines Ltd. 


1Assets, unless otherwise stated n.a. Not available 


*Minimum capital 


Sources: Moody’s Industrials; Standard & Poor’s; Thomas’ Register 


The Farm Problem: Sifting the Facts 


(Continued from page 168) 


generally strong financial position. While the value 
of total farm real estate (including land and build- 
ings) declined somewhat in 1952 and 1953, it rose 
during the two following years. Going into 1956, 
farm real estate is estimated to have hit an all-time 
high of $97 billion. Other assets, with the exception 
of livestock, have continued to inch up a little during 
the past four years; the value of livestock on farms 
has declined some 45%. Total assets, excluding live- 
stock, are at an all-time peak; including livestock, 
they are off 2% from the peak of early 1952. 

Farmers’ liabilities have been edging upward in 
recent years, cutting somewhat into their equities. 
At the present time, proprietors’ equities stand at 
approximately $149 billion, off some 4% from the 
1952 high, but 70% above 1945 and more than three 
times as large as in early 1940. 

While many segments of farming are not so pros- 
perous as a few years ago, there seems to be little 
evidence of agricultural “depression.” Although in- 
creased productivity poses interim problems, it should 
in the long run yield benefits to the whole economy. 
Meanwhile, farm surpluses continue to rise but at a 
substantially slower rate than a year or two ago. 


There are, of course, two basic ways of bringing 


the production of crops which are in surplus back 
into line with demand. One is to increase domestic 
consumption and exports. This apparently would 
require some downward adjustment in farm prices. 
Another is to reduce production via acreage cuts. 

Both these methods have been applied in recent 
years, and with some success. The accumulation of 
wheat, cotton, and corn surpluses has been slowed 
down considerably. While federal legislation in re- 
cent years has helped avert the acute distress of the 
early Twenties and the Thirties, it appears that fur- 
ther legislative action is necessary to bring agricul- 
tural production and demand into alignment. Con- 
gress has been working on this problem. 

It should be added that if current and proposed 
legislation can achieve a rough balance of supply 
and demand during these years of agricultural adjust- 
ment, the general outlook for American farmers 
should be very bright indeed. Long-run demand for 
farm products is certainly increasing, and the farm 
sector can look forward to continued gains in produc- 
tivity and efficiency. 


Surrey S. Horrman 
Division of Business Economics 
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No. 50—The Economics of Consumer Debt 
No. 49—The Business Outlook, 1956 
No. 48—The ‘Fair Trade’ Question 
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No. 46—The Business Outlook, 1955 
No. 45—Convertibility and Foreign Trade 
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In the March Management Record 


Incentive Bonuses for Executives—The main purpose of an incentive bonus 
plan is usually to reward executives for their individual contributions to 
the company’s success. But who is eligible to be considered for such a 
bonus, who actually receives one, and how and when these bonuses are 
given vary greatly, according to this analysis of sixty-two plans. 


Marquis of Queensberry Rules for Strikes—Strikes that are so destructive 
that both company and union suffer irreparable damage are obviously 
not the goal of either management or labor leaders. To avoid this pitfall, 
many companies and unions have agreed to a code of behavior to cover 
strike situations. These Marquis of Queensberry rules are discussed in 
this article. 


The New White Collar Unionization Drive—The announcement of the big 
AFL-CIO organizing drive has focused special attention on the white-collar 
field where only 2.75 million out of a potential 15 million union members 
are now organized. Whether these workers will lose their traditional dis- 
taste for unionization and respond to the new drive is the subject of this 
Round Table. 


AFL-CIO Organizing Potential—Some Appraisals—How many more workers 
can the AFL-CIO organize in its big drive for new members? Four men 
all intimately acquainted with the labor field give their views. These range 
from forecasts of sizable union expansion to the belief that few gains 
will be made. 
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